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Business Highlights: Inventories Again 


While no clear trend has yet emerged for 1960, the burden 
of proof seems to have shifted to those who argue that the 
year will close on an uptrend. Even optimistic views of 1960 
remain qualified by fears of a recession next year. One 
paradox in the concern over 1961 is the present compara- 
tively low ratio of inventory to sales, and the prospect that 
inventory accumulation may stay at a low rate in the re- 
mainder of 1960, owing to the current noninflationary 
atmosphere. Expectations of rising prices and a drop in 
interest rates, combined with pronounced rises in orders and 
backlog build-up, are envisioned as the necessary stimuli 
to a higher level of inventories............ ...-page | 


Consumer Markets: High Level in Low Gear 


The first in a new Business Record series on consumer markets, 
this article considers the retail trade picture for the first 
quarter of 1960. It examines major elements contributing to 
the less than impressive rate of retail business during the 
period, noting bad weather and the leveling off of personal 
income as significant factors. Also included are updating 
figures for over eighty statistical indicators relating to the 
consumer sector, to be presented monthly in conjunction with 
the Board’s recent publication, A Graphic Guide to Consumer 
Markets (sponsored by Life)... ........eseseeees page 5 

Selected Market Statistics...............-page 43 


Capital Invested in Corporate Industry 


A new Conference Board series shows a nearly $700 in- 
crease from 1956 to 1957 in capital invested per employee 
in all corporate industry. The new series complements the 
Board's long-standing series on capital invested per produc- 
tion worker in manufacturing and includes data on all em- 
ployees (production and nonproduction) in both the manufac- 
turing and nonmanufacturing sectors of corporate industry. 
The present report submits figures for the 1948-1957 period 
and concentrates on per employee investment in the five 
major nonmanufacturing groups............ .... page 6 


Some Implications of Price Stability 


The problems inherent in pairing price stability with full 
employment and desirable rates of production increase 
have been receiving careful scrutiny of late. Because of the 
interaction of prices and other economic variables, the 
course of achieving one goal is complicated by the danger of 
upsetting others. In this article, three equations based on an 
analysis of the behavior of five significant economic variables 
from 1946 to 1958 help to show the implications of coordi- 
nating price stability with the objectives of the Full Employ- 
ment:Actof 1946.5 + sees pane cision acetate wire ..... page 8 
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The Petroleum Market in 1960 


Overly high inventory levels and weak prices continue to 
characterize the petroleum industry in early 1960. The over- 
supply problem, which has troubled the industry since the 
Suez crisis in 1956, has been intensified by the growth of 
refining capacity without a corresponding increase in de- 
mand for oil products. One factor tending to improve the 
long-term outlook is the industry's intentions to channel future 
capital outlays toward distribution and exploration rather 
than increases in refinery capacity.............page 12 


Unemployment Insurance Solvency 
Outlook 


Ten of the eleven states whose unemployment insurance 
funds’ solvency in any forthcoming recession has been 
doubted will have sufficient reserves, according to their 
insurance administrators. Only Alaska seems uncertain of the 
adequacy of its funds to cope with another downturn. In this 
article, data are drawn from administrators’ comments in 
response to an Interstate Conference questionnaire on their 
means of handling financial problems........... page 16 


Metropolitan U. S. A. 


The 168 centers designated as standard metropolitan areas 
accounted for two thirds of the 22% million population: 
increase in the United States from 1950 to 1958. The 
fifteen largest areas alone contained 31% of the entire: 
United States population in 1958, all of them reporting. 
gains during the eight-year period. For a ranking of the: 
standard metropolitan areas and figures on their respective 
growth rates, See. o....ccnedsecsessevcccess  POQG—— 


Insurance for Traveling Employees — this 
month’s Survey of Business Opinion and 
Experience 


A significantly higher proportion of surveyed companies now 
provide some form of insurance against business trav’ / 
hazards than did in 1956, according to two Board surveys oF 
manufacturing firms. Travel insurance protection is supplies 
by approximately three out of four of the responding com 
panies, compared with the two out of three firms reporting: 
such programs in the similar survey conducted in 1956. The 
present report analyzes a variety of travel insurance pro- 
grams and contains tabular material on the type of cove 
erage, types of employees covered, amount of benefits, a | 
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Business Highlights: 


INVENTORIES AGAIN 


business statistics was about as noncommittal as it 

can get. A moderate downward adjustment in 
production was evidently under way, but no significant 
cyclical implications were yet apparent. The trend might 
be characterized as a slow downward drift, the decline 
concentrated across a narrow front composed of auto- 
mobiles and steel, with some slight side effects in 
contiguous industries. 

In the first three months of 1960, the underlying 
trend of business was more than usually difficult to 
trace. In steel and automobiles, production adjustments 
to a long period of artificiality were obviously in prog- 
ress, and the weather (perhaps combined with the late 
date of Easter) was an immeasurable but doubtless 
important restraint on retail trade. The weather was 
also reflected in the March statistics for construction 
activity and total employment. One might also argue 
that a significant proportion of families was not yet in 
a truly open-to-buy position, as a result of the drain on 
savings during the interruption to their employment in 
late 1959. 


YROM LATE March to late April, the behavior of 


Retail Figure Encouraging 


By early April, most of these qualifications had been 
erased from the statistical ledger, and in fact some 
significant improvement did emerge in retail volume at 
the very time when unemployment was beginning to 
appear in steel and automotive centers. Department 
store sales advanced markedly in the weeks immedi- 
ately prior to Easter, and the seasonally adjusted sales 
rate (including a special adjustment for the date of 
Easter) evidently rose somewhat. Automobile sales were 
strikingly good in late March, and continued strong in 
early April. While the Department of Commerce “total 
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retail trade’’ statistic had been on a plateau of about 
$18.1 billion in the first three months of 1960, it appears 
to have moved higher in April. 

By so doing, the statistic has made an important 
contribution to sustaining morale in the business sector 
and among the denizens of Wall Street. At a time when 
the steel rate was falling remarkably rapidly, stock 
prices moved unconcernedly sidewise, and the bond 
market, which had become a refuge for the bears on 
1960, had a little shakeout of its own at midmonth in 
connection with the two April financings of the Treasury. 


The Look of “‘Leading Indicators” 


While the total mixture of trends suggests that no 
historical parallel is of much help in analyzing 1960 
conditions, the so-called “leading indicators,”’ which are 
supposed to condense historical parallels into eight 
simple statistics, have been pointing clearly downward. 
On the basis of figures available at mid-April, it is hard 
to find one of the eight indicators voting “yes” on the 
year, while at least four—residential building, com- 
mercial and industrial building, new incorporations, and 
the average work week—could be identified as voting 
“no.” Partly as a result of the behavior of the leading 
indicators, there has been a gradual shift in the burden 
of proof in discussions of 1960; as of mid-April, the 
burden seems to rest on those who argue that the year 
will close on an uptrend. 

In carrying this burden, the optimist can refer to a 
number of actual and possible developments. He can 
point to the still undisputed proposition that capital 
spending will be rising at least into the late months of 
the year, although the rate of rise may be moderated 
by present uncertainties. He can point to the present 
strengthening of retail trade, and the possibility that it 


RESIDENTIAL BUILDING “ 


a 


MILLIONS OF SQUARE FEET 


COMMERCIAL & INDUSTRIAL BUILDING “ 


CONTRACT AWARDS 
MILLIONS OF SQUARE FEET 


NEW ORDERS, DURABLES“ 


BILLIONS OF DOLLARS 


AVERAGE WORK WEEK“ 


HOURS 


ae 
©: 
5 z 
over cS 


1957 1958 1959 1960 


100 


RAW MATERIALS PRICES 


INDEX NUMBERS, 1947-49=100 


STOCK PRICES, INDUSTRIALS 


INDEX NUMBERS, 1941-43=10 


NEW INCORPORATIONS.“ 


THOUSANDS 


BUSINESS FAILURES“ 
NUMBER 
(INVERTEO SCALE) 


1957 1958 1959 1960 
BUSINESS RECORD 


continue to improve as it progressively assumes a 
more normal relationship to the income flow. He can 
argue that the trough of residential building activity is 
n the immediate future or in fact already past, and that 
he rate of starts will rise in the remainder of the year as 
a, combined response to easier money, more funds for the 
IFNMA, and favorable consumer buying plans, as re- 
ealed by recent surveys. Finally, he may argue that in 
an election year any further necessary stimulants are 
likely to be found somewhere in the broad range of 
government agencies with unexploited spending and 
ordering authority. 

Most of these arguments retain considerable sub- 
stance as of late April; what they lack is a neat theo- 
retical rationale, such as is available to the bears in the 
undoubted strength of cumulative forces on the down- 
side of the business cycle. This is a significant difference 
between the two positions: the believer in cumulative 
forces has a definite bearish position with respect to 
1961, whereas the optimists on 1960 find that their 
easons for optimism attenuate over time, and leave 
them nothing to say about next year. Even among 
ithose disposed to view 1960 as a year of high and rising 
activity, there thus remains much concern over 1961. 


‘Need for Major Regrouping of Strengths 


To dissipate this concern would seem to require not 
just an uptrend of moderate proportions in 1960, but a 
major regrouping of strengths in a number of sectors, 
leading to a broad revival of expansion. There is as yet 
mo very cogent evidence that such a regrouping is at all 
a possibility; on the contrary, one could well argue that 
ithe longer recession is delayed the more pronounced will 
be its eventual dimensions. After all, maintaining the 
current rate of activity seems to involve considerable 
inventory accumulation and a considerable rate of 
instalment debt formation. 

This reasoning, which is now fairly generally applied 
to 1961, is one of the sober elements in 1960; it is hard to 
imagine a very enthusiastic boom when such a boom is 
envisioned as leading promptly into a worse recession. 
‘(Caution for 1961 is thus casting its shadow into 1960, as 
‘it has ever since the initial boom-and-recession forecasts 
for 1960-1961 were made in late 1959. There is a lesson 
here that is perhaps worth recording: efforts at longer- 
term forecasting—that is, forecasting through a turning 
point to the other side of a business cycle—seem now to 
contain a self-defeating component; and this component 


Eight Sensitive Business Indicators 


All data plotted through February, 1960 “ Seasonally adjusted 


Sources: F. W. Dodge; Department of Commerce; Bureau of Labor 
Statistics; Standard & Poor's; Dun & Bradstreet; The Conference Board 


AY, 1960 


3 


can be quite significant if the degree of unanimity is high. 

Among the many curiosities of 1960 business condi- 
tions has been the behavior of business inventories. In 
the early months of 1960, the total level of business 
sales has climbed to about $62 billion. This is substan- 
tially higher than at any time except a few months 
immediately preceding the 1959 steel strike, and about 
7% higher than at their earlier peak of 1957. As of the 
end of March, total manufacturing and trade inven- 
tories had about returned to their mid-1957 peak; the 
general ratio of inventory to sales was thus considerably 
lower than at mid-1957. It was, in fact, at about the 
same reduced level as prevailed in the middle of 1955, 
a period that was followed by nine consecutive quarters 
of general accumulation. 

Judging from the reports of purchasing agents, and 
from the trend of production activity and orders, busi- 
nessmen now contemplate nothing like nine quarters of 
accumulation; in fact, they seem to be increasingly 
reluctant to accumulate at all. 


Explanations for Inventory Behavior 


A variety of explanations is available for this evident 
change of the inventory-sales function since mid-1955. 
One explanation is that there has doubtless been a reap- 
praisal of the outlook for wholesale prices; accumulation 
is, of course, a much more attractive course when it can 
be assumed that the price level is tilted inexorably 
upward. In the present noninflationary atmosphere, the 
speculative component of inventory demand is clearly 
much reduced from what it was in mid-1955. 

It might be added that if this explanation covers an 
important part of the total, it may have some important 
implications over the near term. It suggests that if gov- 
ernment’s efforts to reimpose an uptrend on the current 
business stability should begin to take on an inflation- 
ary tinge, they may generate a revival of inventory 
demand of very substantial proportions. 

A second explanation of the flaccid behavior of inven- 
tory demand may lie in more intensive control of inven- 
tory (perhaps assisted in some degree by computer ma- 
chinery) in a period of high borrowing costs. Over the 
past year, and particularly in the months from last 
September to this March, short-term interest rates have 
been quite substantially above any recent experience. 
The cost of carrying inventory has risen sharply, and the 
alternative of holding Treasury bills has become much 
more attractive. At the interest rate applying in the 
first quarter, it would take expectations of an important 
rise in prices to make inventory holding a preferred 
alternative to Treasury-bill holding, and such sanguine 
price expectations have not been very common over the 
past several months. 


With this explanation, too, there may be some impli- 
cations for the future, in that a sharp further fall in 
short-term rates may, other things being equal, stimu- 
late some additional inventory demand. 

Finally, it may be that the value of inventory-sales 
ratios as a unique guide to inventory demand is not so 
great as it seems. It may, in fact, be that order rates 
and the level of backlogs are equally important as 
determinants of inventory requirements. A Conference 
Board regression equation expressing inventory demand 
as a function of all three variables would now suggest a 
much lower volume of inventory demand ahead than 
would be deduced from inventory-sales relationships 
viewed alone. One of the striking aspects of the present 
behavior of the manufacturing sector is the historically 
low level of backlogs relative to sales, and it is the back- 
logs variable which now pulls down the results yielded 
by the regression.! 

To the extent that this explanation is significant, the 
implications are that a pronounced rise in orders and a 
pronounced build-up of backlogs will be necessary in 
order to raise the level of inventory demand. 


The Effect of Two Industries 


It might be added in this connection that the indus- 
tries that are normally characterized by high backlogs 
are machinery and transportation equipment. In the 
machinery industry, present backlogs are higher than a 
year ago, and are about equal to their level in 1955 but 
notably below their level in 1956. In the transportation 
equipment industry, which includes the bulk of defense 
activity, backlogs are a little below a year ago and fully 
35% lower than in 1956. 

The pronounced decline in transportation equipment 
backlogs is doubtless one explanation for the slowing of 
inventory demand in the durables sector. The inventory- 
sales ratio in the transportation equipment industry is 
now much lower than in 1956, when the industry’s back- 
log was considerably larger. The reduction in backlogs 
has evidently reduced the industry’s inventory require- 


ments by about $2 billion. 
AuBERT T. SOMMERS 
Division of Business Analysis 


1 The behavior of business inventories is the subject of a Technical 
Paper to be published by Tut Conrerence Boarp. Availability of 
the Technical Paper will be announced in Previews 
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General 


Printers’ Ink, April 1, 1960—“‘Consumer willingness to buy, 
which lagged considerably during last year’s steel strike, has 
rebounded in the opening months of 1960. But no boom year 
is in prospect. 

“The buoyed attitudes mean that a ‘favorable business year 


is indicated for producers and sellers of automobiles and other 
durable goods.’ 

“These same consumer attitudes, however, fail to justify 
those optimistic predictions that a record-breaking year would 
open the decade of the Sixties. 

“The conclusion comes from the Survey Research Center of 
the University of Michigan, which has been regularly reading 
the pulse of American consumers since 1946. 

“The improvement, significant as it may be, fell short, none- 
theless, of returning the index to the 112.8 reading, which was 
marked during November—December, 1956, the period of peak 
recovery following the recession of 1954. 

“The center has a less confident forecast for the nation’s 
auto makers, who had been looking for a banner year in 1960. 
According to the continuing study, consumer intentions to 
buy automobiles in the next twelve months advanced sharply 
last spring and summer and then declined under the impact of 
the steel strike. 

‘After the steel industry settlement, new-car intentions 
again rose, to the point where they now are about 20% higher 
than a year ago. There is this gloomy note, however: new-car 
intentions now are only slightly improved over last June or 
November. The upswing, in other words, may have leveled off. 

“About Detroit’s smaller cars, the report said: ‘Consumer 
attitudes toward compact cars remain very favorable.’ This 
optimism, however, has its ironic implications, ‘since a sub- 
stantial proportion of prospective car buyers intend to pur- 
chase compact cars; the median planned expenditure for new 
cars shows a sizable drop as against last year.’ 

“Consumer intentions to buy houses also recovered during 
the last few months, the center reported. And consumer pur- 
chase plans for most household equipment items ‘are some- 
what higher at present than a year ago.’ 

“One reason for the recent upswing in buying intentions is 
the general improvement in the consumer’s ability to buy the 
goods and services he needs and wants. Even if consumers do 
not think they are doing better, the statistics show that they 
are. About 23% of the spending units in this nation now have 
an annual income before taxes of $7,500—the highest propor- 
tion ever.” 
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Business Conditions, Federal Reserve Bank of Chicago, 
April, 1960—“‘A recent survey indicates that business capital 
expenditures in 1960 will total $37 billion—up 14% over 1959. 
This is almost exactly the same as in the previous record year, 
1957. It should be noted, however, that prices have risen 
somewhat since then. 

“Plant and equipment outlays currently are equal to about 
716% of all spending on goods and services. But they consti- 
tute one of the most volatile segments of spending and bear 
close watching in evaluations of business trends. 

“The projected increase in capital expenditures is broadly 
based. At least a moderate rise is projected for each of the 
major industrial categories. Also, there appears to have been 
some improvement in long-run expectations since last 
November. 

“Tt is notable that one of the largest increases in capital 
spending for 1960 is expected to come in the primary iron 
and steel group, which is commonly thought to have some 
excess ingot capacity. Spending in iron and steel is expected to 
rise by 67% and to equal or exceed the record 1957 level. ...” 
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onsumer Markets 


HE RETAIL business got off to a good start in the 
iL new year, but it was not quite good enough to dispel 
the uncertainty as to what might be expected in the 
months ahead. Sales in the first quarter ran at a sea- 
sonally adjusted annual rate of $217 billion, which is 
ust about what they totaled in 1959 but under the 
peak level registered in the period preceding the steel 
strike. 

In part, business was adversely affected by the 
weather. Record snowfalls and cold were experienced in 
late February and during much of March through most 
of the Northeast and other regions of the country. 


Personal Income 


But more pertinent to the future fortunes of retailing, 
there has been since January a perceptible slowing down 
in the rise of personal income. In the initial quarter of 
the year, income ran at an adjusted annual rate of about 
$393 billion. Though this is $6.2 billion better than the 
pace of the previous three-month period, it was a level 
that primarily had been achieved in December. Since 
that month, there has been no appreciable increase in 
the flow of funds to the consumer. 


ployment 


Actually, employment was sustained at an all-time 
high. With close to 65 million persons at work in the 
first quarter, more people had jobs than in any previous 
orresponding period. But the average length of the 
factory workweek and earnings were off fractionally, 
making for a more modest increment in labor pay than 
anticipated. Farm incomes, however, were down. After 
nitting an historical low last September, the farm 
situation showed some modest improvement in the 
-emaining months of 1959 but turned weak again early 
in the new year. Total personal income is also being 
shaved—at the rate of about $1.5 billion annually—as 
2 result of the increase in contributions for social insur- 
ance which became effective with the start of the year. 


Retail Trade 


Retail trade figures for the early months of the year 
eceived considerable buoyancy from automobile sales. 
Perhaps gaining some strength from the tight supply in 
December, the demand for cars has been running about 
in eighth better than in the early months of last year. 
Detroit has recently scaled down its more optimistic 
forecasts for 1960 and is now talking about an impres- 
sive if not record-making six-million-car year. On the 
vasis of the experience of the early months—which in 
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First in a series — see pages 43 and 44 for statistics 


High Level in Low Gear 


the past has proved a not infallible foreteller—that 
expectation is supportable. However, with the growing 
popularity of the lower-priced compact models, con- 
sumer expenditures for cars will be a little less than the 
same unit sales would have entailed in chromier years. 

The news from other hard-goods trades is less heart- 
ening. Appliance sales are reported to be off as compared 
with the advanced levels chalked up last year, and the 
business of furniture stores has also been on the flabby 
side in recent months. 

The shifting date of Easter makes apparel figures hard 
to read at this time of the year. Sales got off to a good 
start—particularly for men’s wear and shoes—but were 
beaten back in late February and March by bad 
weather. However, not until April figures are in, since 
they will include Easter business, is any trend likely to 
be discernible in this sector. 

Scattered information suggests that business went 
well in that month. Department store sales, some three 
fifths of which are derived from apparel, were reported 
to have been brisk during the first half of April. In any 
event, the longer selling season, with Easter three weeks 
later than last year, is likely to have boosted clothing 
sales. 

Department stores thus far this year have been better 
than in the weak comparable period of 1959; however, 
seasonally adjusted sales are running about 2% under 
last year’s strong final quarter. 


Services 


Although figures are not yet in, the evidence on hand 
suggests that consumer spending for services has con- 
tinued its steady upward thrust into 1960. Personal 
income is currently running at an annual rate that is 
some 3% better than last year’s total, but retail activity 
is just about maintaining its average 1959 level. Savings 
are also estimated to be roughly duplicating last year’s 
experience. 

The growing claim of services against the family 
budget has been one of the major developments in the 
consumer sector since the end of the war. Back in 1950, 
services accounted for about a third of personal con- 
sumption expenditures; currently, the ratio is closer to 
two fifths. In part, this trend can be attributed to price 
movements; while the index for goods went up by about 
15% over the decade, the increase in the charge for 
services has been more than twice that. Much the same 
configuration has characterized the early months of this 
year. The various goods components of the consumer 
price index remained either steady or registered frac- 

[Text continued on page 42] 


Capital Invested Per Employee in Corporate Industry 
THOUSANDS 


NONMANUFACTURING 
prog 


1948 i95I| 1954 1957 
In dollars 
Manvfacturing Nonmanufacturing! 
TAGS ate P asaretetota eres 7,720 8,360 
UDAD: eedeiins 5 Sess tateuns ate 8,400 8,820 . 
TO 50 8). psicheateeseesee olshepenels 9,050 9,860 
LOST Serene, sla aR nis teste 9,700 10,110 
1952 icaedaes. Shee Oe 10,080 10,300 
DOSS ced cteasy> Chita aieecsiates she 9,900 10,550 
VOSA a eras és aen wuts eens 10,940 11,360 
TDSESAa en Hike betes eee tls 11,500 12,240 
1956 i Pr wirebond en MOB ah diets 12,350 12,740 
LR Pey 02 TT RENO ie Pee oe rk 12,910 13,540 


1 Nonmanufacturing consists of mining and quarrying, construction, public utilities, services 
and trade. Excluded are finance, insurance, real estate, and agriculture 

Sources: Treasury Department; Bureau of Labor Statistics; Interstate Commerce Commission; 
The Conference Board 


APITAL invested per employee in all corporate 


industry rose to $13,230 in 1957, a gain of nearly 
$700 over the 1956 figure. These data are part of a 
new series introduced by THE CoNFERENCE Boarp in 
addition to its long-standing series on capital invested 
per production worker in manufacturing. | 
The new series differs from the “old” one in three 
major respects: (1) it includes data for all industries, 
both manufacturing and nonmanufacturing, while the 
“old” series is restricted to manufacturing; (2) its data 
are for corporate industry, while the “‘old’’ series cov- 
ered both corporate and noncorporate sectors of manu- 
facturing; and (3) capital invested is shown on an 
employee basis in the new series. “Employees” include 
nonproduction employees (those who are not directly 
involved in actual production processes), as well as 
production workers. 


A Higher Ratio in Nonmanufacturing 


Nonmanufacturing corporations had a capital invest- 
ment? per employee of approximately $13,540 in 1957, 
compared with an average of $12,910 per employee for 
manufacturers. Since 1948, nonmanufacturers increased 


Capital Invested 


in Corporate Industry 


their per employee investment by 62%, while manufac- 
turers had a slightly greater gain of 67%. 

The average of $12,910 shown for the manufacturing 
group differs from the figure of $15,866 published in the 
January, 1960, issue of The Business Record. The differ- 
ence occurs because the higher figure is on a production- 
worker basis and includes the noncorporate sector of 
manufacturing. In 1957, production workers comprised 
77% of total manufacturing employment; nonproduc- 
tion workers, 23%. 


Yearly Increases 


During the ten-year period, the nonmanufacturing 
groups recorded annual increases, the largest gain 
($1,040) being registered in 1950. In that year, total 
capital invested rose $16 billion, while employment 
increased only 2%. Manufacturers, on the other hand, 
suffered one decline, during 1953, in their capital in- 
vested per employee. In the following year, however, 
they recorded their largest increase (also $1,040), 
mainly owing to a 7% decline in the number of employ- 
ees and a slight increase of $4 billion in capital invested. 

The five major groups comprising the nonmanufac- 
turing sector exhibited a wide range in their per em- 
ployee investment. The public utilities group, with an 
average investment of $31,220 per employee in 1957, 
was the highest of the five. Over the decade it had 
increased its per employee investment by 86%, but its 
employment was at the same level in 1957 as in 1948. 

The capital-worker ratio in public utilities was more 
than double that of the next highest: mining, which had 


$15,100 invested per employee. The service grouping 
was relatively lowest of the five, with less than $3,800. 
invested for each employee. | 

The mining industry® exhibited the sharpest growth 
of the five major industries, with a gain of 128% 
recorded in capital invested per employee between 1948 


1See the January, 1960, issue of The Business Record, p. 6 


| 
2 Capital investment is defined as total assets, less investments in 


‘government obligations and securities of other corporations. Thus 


current assets such as inventories and receivables are included in the 
total as well as long-term assets. Assets are figured at book value, 
and so do not reflect replacement cost. Fixed plant and equipment are 
included in the total at net values; that is, accrued depreciation is 
deducted from the gross cost of such assets 

8 Excludes petroleum and natural gas production which is included 
in manufacturing 
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and 1957. The rise, however, was owing as much to a 
decline in employment as to increased investment. In 
the ten-year span, capital invested rose by only 53%, 
while employment in the industry declined approxi- 
mately one third. 

Of the five major groups, the eight industries com- 
prising the service group had the relatively smallest per 
employee increase of 51%. Although total investment in 
these industries had more than doubled since 1948, 
employment in the industry had risen by 40%, thus 
offsetting some of the increase in capital. 

Wholesale and retail trade corporations registered a 
54% gain, with a per employee investment of more than 
$10,500 in 1957. The figure for wholesaling was $14,700 
per employee, nearly double that for retail trade. While 


SUBINDUSTRIES 


Mining 
Metal mining 
Anthracite mining 
Bituminous coal and lignite mining 
Nonmetallic mining and quarrying 


Construction 
(No subgroups) 


Public Utilities 
Transportation 
Communication 
Electric and gas utilities 
Other public utilities 


Trade 
Wholesale: Commission merchants 
Other wholesalers 
Retail: Food 
General merchandise 
Apparel and accessories 
Furniture and housefurnishings 
Automobile dealers and filling stations 
Drug stores 
Eating and drinking places 
Building materials and hardware 
Other retail trade 


Services 
Hotels and other lodging places 
Personal services 


Business services 


Automobile repair and garages 
Miscellaneous repair services 
Motion pictures 

Amusements, except motion pictures 
Other services, including schools 
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the total investment for retail corporations was $2 billion 
higher, its employment was slightly more than double 
the level in wholesaling. 


Total Capital Invested in Subindustries 


Since capital invested on an employee basis is not 
available for subindustry groupings, the only analysis 
that could be made for them was for total capital 
invested. All industries combined had a total capital 
investment of $412 billion in 1957, 87% above the 1948 
figure of $220 billion. During that decade, nonmanufac- 
turers raised their investment from $113 billion to $212 
billion, while the manufacturing group reported an over- 
all increase of $93 billion: from $107 billion in 1948 to 
almost $200 billion in 1957. 

The largest relative increase in total capital invested 
was recorded in the construction industry. Registering 
gains in each year, this industry had an over-all rise of 
181%, from nearly $4 billion in 1948 to $11 billion in 1957. 

Communications and electric and gas contributed 
most to the over-all gain in public utilities. Both of these 
subgroups had successive annual increments in capital 
investment, resulting in over-all increases of 163% and 
136%, respectively. The transportation industry showed 
only a 32% gain during the period. In 1948, this group 
contributed half the total of utility investment, but by 
1957 the ratio had dropped to slightly more than one 
third. Electric and gas utilities had become the domi- 
nant group, raising their share of total investment from 
33% to 44%. 

The metal mining group accounted for more than two 
fifths of total invested capital in the mining industry in 

[Continued on page 21] 
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Sources: Treasury Department; Bureau of Labor Statistics; Interstate Commerce Commission; 
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Some Implications of Price Stability 


Full Employment Act of 1946 was offered for the 

first time in the United States as a concrete pro- 
posal with a recommendation for action in the Economic 
Report of the President in January, 1959.1 Previous 
Economic Reports had alluded to the desirability of price 
stability as a concomitant of full employment but none 
had worded it so urgently. 

Almost ten years earlier, in the midst of the 1949 
recession, President Truman pointed to the need for 
“positive action, private and public (to achieve) maxi- 
mum production of goods and services without the evils 
of inflation.”? This was not followed up by a specific 


Prsten price stability with the objectives of the 


legislative recommendation, although a subsequent at-: 


tempt was made to legislate stability in Representative 
Spence’s Economic Stability Act of 1949, which sought 
to implement the Employment Act by devices such as 
price and materials controls, government trading in 
scarce materials, and government aid in the expansion 
of plant capacity. 


The Need for Definition 


Although there is official sanction for such an objec- 
tive, there is not complete agreement as to the nature of 
price stability even among top official levels of the 
government. This point is clear from a comparison of 
statements from the Economie Report with releases 
issued on behalf of the cabinet committee headed by 
Vice-President Nixon. The Economic Report reads: 


“Clearly, severe reductions in the price level during a brief 
and moderate recession are not to be expected and would not 
be a proper objective of national economic policy. Indeed, 
such reductions might impede early recovery of the economy. 
Rather the problem is how to achieve a reasonable stability of 
prices when economic activity is advancing and output and 
employment are high.’ '® 


From the Nixon-Wallis committee we learn that the 
problem is. 


“‘not the periods of rising average prices but the virtual ab- 
sence of periods of falling average prices that makes the past 
twenty-five years different from our previous history.‘ '4 


This committee, however, abjures major declines in 
prices, because they would be “just as damaging as a 
major rise” and considers that its task is to recommend 


policies which will achieve “reasonable stability.” The 
Economic Report suggests that price movements be 
constrained in the upward phase of the business cycle, 
while the committee’s position seems to call for stabil- 
ization throughout the cycle. 

But it would be hard to judge whether or not this 
amounts to a real difference of views that might con- 
ceivably lead to dissimilar policies. One important point 
is that if policy objectives are ever to be translated into 
operational terms, sharper definitions will be required. 
Phrases such as “seriously falling,” “major declines,” 
“major rises,” “reasonable stability” allow for too wide 


- a scope of interpretation for use in fashioning a program 


designed to attain price stability and full employment 
simultaneously. 


Recognition of Complexity 


Even more troublesome than questions of definition 
are the interactions between prices and other important 
variables in the economy. To engineer high-level em- 
ployment with stable prices might be a relatively simple 
matter but for the ties between production, employ- 
ment, prices and costs. These interactions are a fact of 
life and it therefore becomes something of a problem to 
influence one or even a pair of the goals without at the 
same time dislocating others. 

The interrelationships in economic life are especially 
complex. Not only are there multiple control or decision 
centers, but there are also time lags of varying and 
indeterminate length between the application of the 
controls and the results. On top of this, the mechanism 
is always changing. And yet a number of regularities 
have been observed. Increased production is usually but 
not always accompanied by increased employment. An 
increase in money in circulation is usually but not 
always accompanied by a rise in price levels. This means 
that observed relationships must be interpreted in a 
probabilistic sense as one does weather observations. 

1Tn this connection, the Economic Report reads: “. . . Congress is 
requested to amend the Employment Act of 1946 to make reasonable 
price stability an explicit goal of federal economic policy, coordinate 
with the goals of maximum production, employment, and purchasing 
power now specified in that act. Such an amendment would strengthen 
government’s hand in restraining inflationary forces and would help 
build public opinion favorable to the adoption and vigorous applica- 


tion of needed measures.” Economic Report of the President, Jan. 20, 
1959, p. 52 


2 Midyear Economic Report of the President, July 11, 1949, p. 2 
3 Economic Report of the President, January, 1959, p. 20 
4 White House release—September 7, 1959 


BUSINESS RECORD 


eS 


BO 


A Test of Interactions 


- In order to test the implications and interdependence 
of pairing price stability and full employment as policy 
objectives, an analysis was made of the behavior of five 
significant economic variables during the period 1946- 
1958. The five are industrial production, unemployment, 
two price series, and an indicator of wage costs. These 
five variables were tied together by a set of three 
equations, an arrangement which enables solving for 
‘three variables once values for any two are specified. 
Thus for every pair of target values there is a completely 
determinate set of implicit values in the remaining three 
factors. 

_ This method of analysis is one of many that might 
have been tried. Additional variables might have been 
included; there is no mention of monetary or fiscal 
variables nor are profits explicitly treated. The interval 
‘of observation might have been a month or a quarter 
rather than a year. Undoubtedly, the results would have 
differed somewhat from those derived through the use of 
the particular method chosen. The purpose here, how- 
‘ever, is not so much to produce precise answers as to 
‘develop a basis for judging the impact of economic 
policy on an important area. 


Implications 


What does our system of equations tell us about the 
interrelations of the factors considered? From equation 
1, it appears that the more rapidly industrial prices 
increase the greater is the increase in production. This is 
‘equivalent to the statement that inflation accelerates 
‘economic growth. This, however, is the meaning that 
can be extracted from a single equation and is not an 
accurate statement of the conclusion that can be drawn 
from the complete system, as will be seen below. 
From 1946 through 1958, the average annual increase 
‘in industrial prices was 4.2%. Under conditions of 
stability, there would have been no net change in 
industrial prices, and the corresponding rate of increase 
in production would have been smaller by 1.6%—a 
growth rate of 2.2% in place of the 3.8% actually 
realized. This would have amounted to a seven-year 
retardation of economic growth. 

Turning to the second term in the equation, it will be 
noted that a 3.8% growth rate could have been main- 
tained even with stable industrial prices if unemploy- 
ment were 3.5% instead of 4.1%. The following shows 
how much less inflationary this situation might have 
been: 


Per Cent Change in 


Consumer _ Industrial Unit Industrial Per Cent 
Prices Prices Costs Production Unemployed 


(p) (q) (r) (m) (u) 
Average Values 
1946-1958 3.40 4,22 1.62 3.84 4.13 
Values with same pro- 
duction and _ stable 
industrial prices..... .53 (0) 76 3.84 3.55 
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The first row shows the average values realized for each 
of the factors under consideration. The second row 
shows how these values might have emerged given 
stable industrial prices and the same rate of increase in 
production. 

The second equation relates the percentage change in 
unit costs to changes in industrial prices and to the 
percentage unemployed. Because these are the same 
factors to which changes in industrial production are 
related in the first equation, a direct comparison of the 
relative impact of the two factors can be made. Changes 
in industrial prices influence unit,costs and production 


The Factors Considered 


Specifically, the factors considered and their symbolic 
designations are: 


1. ‘‘m'’—the annual percentage change in manufac- 
turing production; 


2. ‘‘q’’—the annual percentage change in industrial 
(nonfarm, nonfood) wholesale prices; 


3. “‘u’’—percentage of the civilian labor force 
unemployed; 

4, ‘‘r’’—the annual percentage change in unit cost of 
production workers in manufacturing;! 


5. ‘“p’’—the annual percentage change in the BLS 
consumer price index. 


Each of the equations is made up of three variables. 
Equations | through 3 were evaluated by making a 
least squares fit to annual data from 1946 through 1958. 
Equations 4 and 5 are derived from relations in the 
remaining three and are given so that the reader may 
derive his own solutions without following a formal 


solving procedure.? The equations and their verbal 
equivalents are given below: 


T. m = .38q — 2.75u + 13.60 


Change in production = .38 (change in industrial price) 
minus 2.75 (per cent unemployed) plus 13.60% 


2. r = .37q — 1.21u + 5.06 


Change in unit costs = .37 (change in industrial price) minus 
1.21 (per cent unemployed) plus 5.06% 


3. p = .68q — .10m + .91 


Change in consumer prices = .68 (change in industrial prices) 
—.10 (change in industrial production) plus .91% 


4. m= 2137 — .63p ++ 2.55 


Change in production = 2.13 (change in unit costs) —.63 
(change in consumer prices) plus 2.55% 


5. u = .20p — .34m + 4.76 


Per cent unemployed = .20 (change in consumer price) —.34 
(change in industrial production) plus 4.76%. 
1 Based on the ratio of two indexes: (1) an index of production-worker payrolls 


in manufacturing, including overtime, paid holidays and sick leave but not fringe 
benefits to (2) the Federal Reserve Board Index of manufacturing production 


2 Charts depicting these equations have been prepared and are available on 
request. With their aid, the user may derive solutions graphically 


10 


to about the same degree as can be seen from the nearly 
equal coefficients of g in the first and second equations, 
but the response to changing levels of unemployment 
(coefficients of u) is more than twice as strong for 
production as it is for unit costs. It is this greater 
response of production than unit labor costs to the 
unemployment factor that produces a preference in the 
equations for a noninflationary path to higher rates of 
production increase. 


A Modification 


A more accurate statement of the effect of price 
changes on industrial growth can be made with the aid 
of the third equation. If this equation is transformed so 
that both industrial and consumer prices appear on the 
same side, we have 


m = —10.0p + 6.8q + 9.1 


The change in industrial production is indeed more 
rapid the greater the increase in industrial prices, but it 
is also clear that a rise in consumer prices tends to 
lessen the rate of increase. If we take this one step 
further and look at the spread between the rates of 
increase in industrial and consumer prices, we find the 
following relationship: 


m = 10.0d — 3.2q + 9.1 


where “‘d” represents the difference between the two 
rates of increase; 1.e.,d = q — p. From this equation, it 
can be seen that by far the more important stimulant of 
production increase is not so much the rate of price 
changes as the differences in their rates of change, and 
the greater the increase in industrial prices relative to 
consumer prices the more rapidly can production be 
expected to increase. Additionally, the same spread has 
a greater impact on production the smaller the rate of 
change in industrial prices, as shown below. Again, we 
are led to the result that a noninflationary situation has 
a higher growth potential. Here are a number of illustra- 
tions of the effect on production of a constant spread 
between rates of increase in the price series: 


Per Cent Change in 


Consumer Industrial Unit Industrial Per Cent 
Prices Prices Costs Production Unemployed 
(p) (q) (r) (m) (u) 
aan Pe) 3.8 10.5 1.2 
od 1.0 = 174 8.9 1.9 
[ays ES 2.6 7.3 2.5 


Although a constant spread of 0.3% is maintained be- 
tween the rates of change of industrial and consumer 
prices, as given in the first two columns, the example 
shows that production increases (the fourth column) 
tend to be much stronger when price changes are 
moderate.} 


1 One might be tempted to go on to price declines, but the limit is 
quickly reached when the spread between the rates of increase in in- 
dustrial and consumer prices is 0.3%, as in the illustration, since un- 


Price Stability 


Stability may be defined as a range of permissible 
variation in costs and prices such that these neither 
exceed nor fall below a rate of plus or minus 1% per year. 
Keeping within the bounds of this definition, some of the 
possibilities, in which some of the-factors appear at their 
extreme “permissible” values, are presented in the fol- 
lowing tabulation: 


Per Cent Change in-—————————_- 
Industrial Unit Industrial Per Cent | 


Consumer 
Alternative Prices Prices Costs Production Unemployed 
{p) (q) (r) (m) (u) 
Aisieis caters 1.00 73 1.00 4.06 3.58 
Bistaiciate sie 0 — .64 1.00 4.68 3.16 
Cae ee 0) — 1.00 — .11 2.30 3.97 
Disteiare’s te 47 0 1.00 4,40 3.35 
Eacsmsas — .25 — 1.00 1.00 4.83 3.05 


Note: Figures not in italics are preselected values 


Row A shows the effect on the remaining factors when 
both consumer prices and unit costs rise at the highest 
rates consistent with the definition of stability adopted 
here. In rows B and C, consumer prices are stable and 
are therefore given at a zero rate of change. The rate of 
production increase in row B is at a maximum consistent 
with stability, as defined, and unchanging ‘consumer 
prices. Here the rate of increase in unit costs imposes an 
upper limit on the rate of production increase attainable | 
with stable consumer prices. Higher production and 
lower unemployment can be attained only by unit costs 
rising faster than 1% per year. Row C represents the 
minimum rate of production increase consistent with 
consumer price stability. In this case, the limit is set by 
industrial prices. Lower production or greater unem- 
ployment would result if industrial prices were to fall 
more than 1% per annum. The effect of unchanging 
industrial prices is depicted in row D. Finally, row E | 
shows the combination of rates of change required to 
attain maximum production increase without violating 
the conditions for stability. 

It will be noted that for all stability situations indus- 
trial prices may not rise more rapidly than consumer — 
prices, although they may fall at a more rapid rate. 
The system of equations implies that there can be no 
stable price situation, as defined, when wholesale indus- 
trial prices rise by more than .73% per annum, for then — 
the rise in unit costs would be in excess of 1%; nor can > 
there be situations with consumer prices falling by more 
than .25%, for then wholesale prices would be dropping — 
more rapidly than 1%, or unit costs would be rising too — 
sharply. 

It should also be noted that unemployment does not — 
exceed 4% as long as price movements are restricted to 
their range of stability. Hence, what had been proposed 
as the basic question of this article, the possibility of 


employment rapidly approaches zero when industrial prices fall at 
0.4%. The practical limit is probably reached at a much earlier stage, 
perhaps when unemployment is 2% 
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pairing high level employment with price stability, must 
_be answered in the affirmative. 


Plausible Alternatives 


- In the stability alternatives given above, there are 
_ two instances where price and cost movements diverge 
- —rows B and E. The divergence is particularly wide in 
the latter although values for all factors are consistent 
- with our definition of stability, but it is unlikely that a 
divergence as wide as this could persist. If, therefore, 
price and cost movements are to be plausible as well as 
consistent—in the sense that changes not be of opposite 
sign—the range of possibilities narrows considerably, 
_and the maximum attainable growth rate becomes 4.4%. 
Although this might be deemed a satisfactory rate of 
growth for industrial production, we have nevertheless 
ceded the higher rates of growth that appear to be 
- possible when unit costs are moving up and industrial 
prices moving down. We would also have to eliminate 
row C, where prices do not rise, because the implied 
industrial growth is too small. 
- What remains therefore is a situation of mild inflation 
‘in the consumer sector and stability in industrial prices 
as given in row D. A higher production goal would call 
for an increase in industrial prices and a much higher in- 
_ crease in unit costs than iscompatible with price stability. 


Divergence of Price and Cost Trends 


Introduction of the plausibility proviso has brought 
us somewhat closer to reality, but there is still a way to 
go. The fact that costs and prices may be moving in the 
same direction does not eliminate divergence if each of 
the series is moving at a different rate. With the passage 
of time this divergence becomes apparent, and, in all 
likelihood, untenable, because a cost-price squeeze will 
have developed. Within the 1% range of cost and price 
stability there is in fact no point at which costs and 
prices assume the same rate of change and, hence, do 
not diverge. In the alternatives given above, minimum 
divergence appears in row A. If this is to be a durable 
solution, expectations must be such as to allow for a 
smaller rate of increase in industrial than in consumer 
prices. But if the economy insists on equality of price 
and cost change, this cannot be achieved unless all series 
are moving up at a rate of 1.39% per annum. At these 
rates, production tends to increase at a rate of 4.6% and 
unemployment to hold at 3.5%. While both production 
and employment goals may be satisfactory under these 
conditions, the situation amounts to a creeping inflation 
that is rather robust. 

It therefore appears that the tendency for unit costs 
to rise much faster than prices when unemployment is 
low imposes an upper limit on the rate of production 
increase consistent with moderate price stability; fur- 
ther, to secure satisfactory production increases (over 
3%) some allowance has to be made for a form of creep- 
ing inflation. A durable and stable price structure does 
not appear to be attainable within the 1946-1958 
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milieu, unless expectations are revised with respect to 
relations between industrial and consumer prices. Addi- 
tionally, because unit cost increases appear to be a 
critical factor, increases in productivity will have to be 
greater and wage demands somewhat more moderate 
than heretofore if these costs are to be held in check to 
permit a durable solution at rates of increase more nearly 
in accordance with the requirements of price stability. 

A recent run of forecasts for production increase in 
1960 has been on the order of 5% or 6%, with the added 
assumption that this could be accomplished under con- 
ditions of stable prices. While there can be no quarrel 
with a forecast made for a single year, it would neverthe- 
less appear that the preconditions for a cost-price 
squeeze will have been established if production moves 
up as fast as these forecasts imply. 


Some Limitations 


Formally, values for two of the factors appearing in 
the equations can be chosen freely and a consistent 
solution for the remaining factors can be derived. In 
point of fact, however, these factors are highly intercor- 
related—a dissimilar rate of change for consumer and 
industrial prices, for example, is not likely to persist— 
and it would therefore be unrealistic to choose widely 
disparate values. 

Each of the equations is in effect a statistical—and 
hence imperfect—summary of underlying observations. 
Nevertheless, we have been treating solutions as if they 
were exact. Further, all equations are linear; 7.e., for 
given changes in some variables, the same changes 
would follow for all the rest irrespective of the level from 
which these changes were made. The likelihood that 
changes are not linear—for example, prices may tend to 
rise more rapidly when unemployment is low than when 
it is high—cautions us to choose trial values within a 
rather restricted range of those actually experienced. 

In interpreting the results, neither a prescriptive 
mechanism nor a causal relation is implied. No attempt 
is made to map the route to desirable goals. Rather the 
set of corresponding values calculated from the equa- 
tions on the selection of levels for any two factors are to 
be thought of as an average expectation given the 
economic climate of the years 1946 to 1958 that forms 
the basis for these calculations. 

To speak of “the economic climate” for a period as 
variegated as this one is to introduce an additional 
fiction, since a number of subperiods with substantially 
unique characteristics can be readily distinguished. 
Still, if we were to think of an apt description for the 
period as a whole, there is little doubt but that it would 
be described as one with strong inflationary tendencies. 
Further, if we can also agree that economic climates are 
slow to change, then an examination of this period 


should have some relevance for the immediate future. 
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Postwar Patterns in Petroleum Demand 


.e) 20% 40% 60% 80% 100°% 
T 


ane g) 


1959 


MILLIONS OF BARRELS 


RATIO SCALE parece 
GASOLINE eee 
DISTILLATES 


aca 
Se omy 
hand) Silat 
EL 


JET FU 


1950 1959 


Data cover domestic demand only 
Sources: Bureau of Mines; The Conference Board 


ROBLEMS of product oversupply and weak prices 

continued to plague the petroleum industry in early 
1960. Inventory levels of most major oil products at the 
end of the first quarter were somewhat above what the 
industry considered desirable (see chart on page 14). 


Gasoline 


Gasoline stocks particularly were excessive, amount- 
ing to about 226 million barrels—35 million barrels 
above “normal.” A combination of slack demand and 
stepped-up production kept supplies top heavy. First- 
quarter consumption was estimated at 3.735 million 
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THE PETROLEUM 
MARKET IN 1960 


barrels daily. This was 0.4% less than last year, while 
output of 4.083 million barrels daily was 1.1% greater 
than in 1959. 

Gasoline prices in wholesale markets declined under 
the pressure of burdensome stocks, dropping to their 
lowest point in five years. Retail prices also weakened. 
The average service station price (excluding taxes) was 
20.2 cents in early February; this compares with 21.1 
cents in 1959 and is only about equal to the price in 
1952. 


Distillate Fuel Oil 


The market for distillate fuel oil (used mainly for heat- 
ing homes) has taken on an improved tone in recent 
weeks. During most of the winter season, above-average 
temperatures through most of the nation reduced de- 
mand below 1959 levels. Stocks stood at about 104.7 
million barrels at the end of February, 24% above the 
previous year. Wholesale prices also softened, running 
well below a year earlier; in February the wholesale 
price index for distillate fuel oil was 120.7 (1947-1949 = 
100), compared with 125.8 in January (a contraseasonal 
decline) and 139.4 in February, 1959. 


The latter part of March, however, saw unusually — 


severe weather conditions cut inventories some 30 
million barrels, to about 75 million. In early April, sup- 
plies were apparently at more workable levels, although 
it was too late in the season for prices to be significantly 
affected. 


Residual Fuel Oil 


Among the major oil products, residual fuel oil (used 


mostly as an industrial fuel) was in the cleanest inven- — 


tory position at the end of March. Supplies stood at 39 


million barrels, or 31.6% below 1959 and about what the ~ 


industry considers satisfactory. Strict import controls 
and the continuing trend toward reduced yields of 
residual from a barrel of oil (gasoline and distillates are 
substantially more profitable) contributed toward the 
more comfortable level. Demand has been soft, running 
about 1.6% below last year. 


Crude Oil 


Output of crude oil (including natural gas liquids) in 
early 1960 rose above 1959 levels despite the excess 
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Supply-Demand Imbalance of Three Major Oil Products Has Weakened Prices 
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Desirable inventory levels are a composite estimate by major oil companies for the Texas Railroad Commission. Inventory figures are as of end of month; demand represents quarterly averages 
Sources: Bureau of Mines; Chase Manhattan Bank; Oil & Gas Journal; Bureau of Labor Statistics; Texas Railroad Commission; The Conference Board 
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may increase their own output; such a development has 
- been occurring in recent months. 


Capacity and Demand 


The oversupply problem in petroleum has persisted 
_ since the Suez crisis in late 1956. Underlying its continu- 
ance has been the development of excess refinery 
capacity (see chart on page 13). From 1947 to 1956, 
- both total demand for oil products and capacity had 
registered increases of about 56%. Since 1956, however, 
capacity has risen 13% and demand only 5%. 

Lower rates of growth in demand in recent years are 

particularly noticeable in the industry’s two most im- 
. portant products: gasoline and distillate. Gasoline con- 
' sumption rose only 8% from 1956 to 1959; in the 1953- 
1956 period, the increase was 14%. Similarly, distillate 
_ requirements have risen 7% and 26% for the same 
‘ periods. Demand for residual fuel oil and kerosene has 
_ shown some decline in recent years. 
Outside these major classifications, sharp growth has 
_ been enjoyed by a number of oil products that account 
for a still relatively small percentage of demand. Two 
examples are jet fuel and liquefied gases. Consumption 
of jet fuel-has soared from 20 million barrels in 1952 (the 
first year for which figures are available) to over 100 
million barrels in 1959, increasing its share of total 
demand from 0.8% to 3%. 

Demand for liquefied petroleum gases has risen from 
53 million barrels in 1947 to 211 million in 1959. These 
gases constituted 6% of total demand in 1959, compared 
with less than 3% in 1947. The growth of the “other” 
oil products is shown in the chart on page 12, 
which reveals a decline in the relative demand for 
residual oil, stability in gasoline, and increases for distil- 
_ late and all “other products.” (The rise in the distillate 
- fuel oil share has slackened substantially in the last few 
years.) 


Overproduction of Refined Products 


The apparent existence of refinery overcapacity had 
not been accompanied by significant cutbacks in crude 
runs until March. (Crude runs as a per cent of capacity 
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have declined in recent years, but more as a result of 
capacity expansion than of reductions in production of 
refined products: see chart on page 13.) Runs hit an all- 
time high in mid-January of 8.3 million barrels daily, 
despite depressed demand. However, many major oil 
companies have announced reductions in their refinery 
output, and production is currently running somewhat 
below the mid-January level. 

A longer-term factor tending to improve the indus- 
try’s outlook has been the substantial slowdown in out- 
lays for capacity expansion. Capacity rose less than 2% 
from January 1, 1959, to January 1, 1960. This is less 
than one third of the 1958-1959 rise. Industry announce- 
ments indicate a tendency for future capital expendi- 
tures to be concentrated on distribution and explora- 
tion, rather than on additional increases in refinery 
capacity. 


Petroleum Earnings 


The trend of oil profits lagged behind most other 
industries in 1959. Refiners’ net income after taxes rose 
6.4% above the $2.5 billion earned in 1958. This com- 
pares with an increase of about 28% for all manufactur- 
ing corporations. (From 1957 to 1958, petroleum earnings 
declined 14%; “‘all manufacturing” corporations suf- 
fered a drop of 18%.) Correspondingly, net income has 
in recent years trended downward both as a percentage 
of stockholders’ equity and of sales. The rate of return 
on equity was 9.6% in 1959, which compares with 9.7% 
in 1958 and 12.0% in 1957. Profit margins on sales were 
9.5% last year; in 1958 and 1957 they amounted to 
9.5% and 10.6%. 

Little change is expected in first-quarter profits over 
last year because of generally weak demand and de- 
pressed prices. However, the over-all demand picture for 
1960 is expected to show a moderate increase. The 
Bureau of Mines estimates an increase of 3.1% for 
gasoline, 3.8% for distillate and 2.2% for residual. Total 
consumption of petroleum products is estimated at 10.1 
million barrels, 3.8% over the 1959 level. 


Jack RuBINsoN 
Division of Business Analysis 


Business Bookshelf 


Industrial Organization—A textbook concerned with the envi- 
ronmental settings within which business enterprises oper- 
ate and how firms behave in these settings as producers, 
sellers, and buyers. By Joe S. Bain. John Wiley & Sons, 
Inc., New York, New York, 1959, 643 pages. $9.25. 


Imperfect Collusion in the Cement Industry—A study of economic 
developments in the cement industry centering around an 
examination of the basing-point pricing system. The book 
analyzes the structure of the industry in terms of factors 
bearing on economies of scale, conditions of entry, questions 
of location, and channels of distribution. By Samuel M. 
Loescher. Harvard University Press, Cambridge, Massa- 
chusetts, 1959, 331 pages. $7.00. 
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Electronic Digital Computers—A technical treatise on arithmetic 
and instruction codes, and the design and function of com- 
ponents of electronic digital computers. By Charles V. L. 
Smith. McGraw-Hill Book Company, New York, New York, 
1959, 443 pages. $12.00. 


Creativity and Its Cultivation—Fifteen talks that seek to define 
and refine the concepts of creativity, to suggest criteria for 
recognizing the process of creativity, to discover or invent 
units or common denominators for evaluating the process of 
creativity, and to identify and assess the qualities that 
facilitate or restrict this process. Edited by Harold H. 
Anderson. Harper & Brothers, New York, New York, 1959, 
293 pages. $5.00. 


Unemployment Insurance Solvency Outlook 


the eleven state systems whose fund solvency in 

the next recession has been questioned are gen- 
erally optimistic about the ability of their reserves to 
meet future needs. With only one exception, they feel 
that their funds will be sufficient to come through 
another downturn, assuming that there are two to three 
years of prosperity first. 

In two of the eleven states, employers have been 
paying a flat 2.7% tax rate for the past several years, 
while in the remaining nine states experience rating is 
currently operative. Employer tax rates in all but one of 
the latter nine states were up between 1958 and 1959, 
and increased further between 1959 and 1960. In fact, 
this year for the first time in the history of the program, 
the average employer tax rate is expected to exceed 2.7% 
in two states. Rates in Michigan, which range in 1960 
from a minimum of 1.0% to a maximum of 4.5%, are 
estimated to average 3.1%, while in Pennsylvania the 
range from 1.6% to 4.0% may produce an average tax 
rate of 3.3%. 

Increased income owing to these tax boosts and rising 
payrolls, together with decreased outgo owing to lower 
unemployment, should rebuild depleted reserves to 
levels high enough to cope with the next emergency, in 
the opinion of ten of the eleven administrators. Not so 
in Alaska, where despite a flat employer tax rate of 
2.7%, a taxable wage base of $4,200, and an employee 
contribution of 0.5%, the unemployment insurance sys- 
tem is underfinanced even in normal or good economic 
situations, according to its administrator. 


 Piheciereinaed T insurance administrators of 


Report of Benefit Financing Committee 


The eleven state systems under consideration here are 
those that were designated last fall as “most likely to 
need loans . . . in the event of another recession within 
the next two or three years” by the Committee on 
Benefit Financing of the Interstate Conference of Em- 
ployment Security Agencies. They are Alaska, Dela- 
ware, Illinois, Maryland, Michigan, Ohio, Oregon, Penn- 
sylvania, Rhode Island, Tennessee, and West Virginia. 
According to the committee’s report dated September, 
1959, the basis for selection of these states was a com- 
bination of presently low reserves, and an established 
practice of levying employer taxes at low average rates 
relative to benefit costs.! 


1 Four additional] states to whom this description applied, according 
to the committee’s report, were Connecticut, Maine, Minnesota, and 
North Dakota. For these four, however, “the need for loans was 
considered less probable” 
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It is difficult to appraise this list of “critical” states 
either in terms of whether every state included on it was_ 
really headed for insolvency at the time the list was 
drawn up, or whether additional states not mentioned 
should have been included. Great concern in the eleven 
states, however, was generated by their being named by 
the benefit financing committee; as a result so much 
information has since been made available relative to 
their operation and outlook that they make interesting 
and valuable case studies. Among them can be found 
illustrations of the different ways that a state may 
approach its financing problems. 


Interstate Conference Questionnaire 


The information on the current situation of the eleven 
states was provided by the administrators of employ- 
ment security programs by returning completed ques- 
tionnaires to the national executive committee of the 
Interstate Conference. The questionnaire sought facts 
on recent and pending legislation, amounts of federal 
loans and temporary unemployment compensation pay- 
ments, fund solvency safeguards, noncharging provi- 
sions, the current taxable wage base, minimum and 
maximum and average tax rates, etc. The final question 
departed from the realm of straight facts and asked the 
administrator for an appraisal of his state’s benefit 
financing situation and for an opinion as to whether, 
without further legislation, his fund could come through 
another recession similar to 1957-1958. 


Steps Outlined by Special Committee 


The three most important practical steps that a state 
can take either singly or in combination to increase its 
unemployment insurance income have been listed else- 
where as (1) raising the maximum contribution rates, 
(2) raising the minimum contribution rates, and (3) 
raising the taxable wage base.! 

With regard to higher maximum rates, most state 
laws still use a top contribution rate of 2.7%. The annual 
benefit costs of some employers run well over 10% of 
their payrolls in every state, so that raising the top rate 
to perhaps 4% would still keep it a “subsidy” rate for 
the highest-cost employers and yet provide more flexi- 
bility and higher collections when a state unemployment 
fund needs rebuilding after adverse experience. 


1 The Interstate Conference asked a special committee to review the 
report of the benefit financing committee. The comments here rela- 
tive to increasing unemployment insurance income are based on the 
report of this special committee, which was published December 2, 
1959 


BUSINESS RECORD 


17 


Table 1: Check List of Legislative Action Affecting Financing 
in Eleven States, 1958-1960 


Within Experience-rating Schedule 


State Raised Raised 
Gonteibitionsdf ied Conteautlon 

PIES Clanetavereuslctsse!s eat sie chart’ ss eee 
PNGRIWGGOLS 5 5s. 5a's 5 ad blehe Nave! 5010 Vv JV 
Eee ae Rie eee Be J 

Waciey Grid 7 ns cate aia sle-aicle sais oles VJ 

Michigan a Tobeueiate sie elécer oie ise, sc ess fox 

Ohlone watertoiccs tect ode etc * « 

FAC OM al cic sia sis ai Siehe ereie's ef; ous, 0, 0,0 JV 
| Pennsylyania®.. 550. cscs ss csces Vv 
A a ns 

MGNNESSCGNTe ss cc ces Seas oc ee VA 

WestaVirginiqnsss:s:disteteie sietotsiaveieis 


1 Temporary legislation effective from second quarter 1959 through first quarter 1961 
2 Legislation to go into effect July 1, 1960 


Lowered 
Minimum 


Raised Added 


Taxable Separate Increased Reduced 
Wage Assessment for Peril Peril 
Contribution Base Common Costs Point Point 
/ 
Vv Vv 
Vv Vv Vv 
Vv Vv 
Vv Vv Vv 
Vv Vv Vv 
VJ 


! Besides the regular experience rate and the newly added state adjustment rate for common costs, an additional "funding" rate is also payable until reserves reach $300 million as of December 31 
of any year, and will be triggered in again any time thereafter that the fund drops below $250 million 

4 New experience rating system based on employers' records begins October 1, 1958, and provides reduced rates on October 1, 1961, or as soon thereafter as reserves exceed 6.5% of taxable 
payrolls. While the rates within the experience-rating schedule will range from 0-2.7% (compared with 1.3%-2.7% under the previous provisions which have not been operative since 1949) 
the assessment for the solvency account will prevent any employer from paying less than 0.5% and may bring the maximum rate to 3.3% 


Sources: Replies to questionnaires and additional statements by state agencies 


The impact of higher minimum rates, on the other 
hand, is on the steadier, low-benefit-cost employers. The 
minimum is a subsidizing as opposed to a subsidized 
rate, and the increased yield from raising it would be 
substantial. At the beginning of 1958, there were fifteen 


state laws in which a zero rate was possible for some 


employers. 
Raising the contribution base would apply to all 
employers and would substantially increase contribu- 


tion collections. Only six states now use a higher con- 


tribution base than the $3,000 on which the federal 
unemployment tax is levied. 

A fourth method of raising revenue should be added, 
since it has apparently acquired some popularity lately. 
This is to levy a separate uniform assessment, outside 
the experience-rating schedule, to recoup fund expendi- 
tures for common costs. This would be determined by 
the volume of such common costs, about which more 
will be said further on. When such an assessment is 
provided in the law, the minimum rate under the 
experience-rating schedule can be set lower than might 
otherwise be possible. 


Steps Taken by the Eleven States 


Six of the eleven states have taken one or more of 
these steps since the impact of the 1957-1958 recession 


became evident. The most frequent change, occurring in 


five states, was raising the maximum contribution rate. 


MAY, 1960 


Thus Illinois, Pennsylvania, and Tennessee enacted top 
rates of 4.0%, Maryland went to a 3.7% maximum in 
1959 and will go to 4.2% on July 1, 1960, and Delaware 
temporarily put into effect a maximum rate of 4.5%. 
Oregon increased the minimum rate in its most favor- 
able schedule from 0.6% to 1.2%, and is the only state in 
the group to raise its taxable wage base—from the 
$3,600 that it had in effect since 1956. The check list 
above indicates the kind of measures adopted by the 
other states. 


Action Predating Recession 


For Rhode Island, the 1957-1958 recession was the 
least severe of the three postwar recessions: benefit pay- 
ments equaled 3.7% of taxable wages in 1958 compared 
with 6.2% in 1949. Reduced rates in Rhode Island have 
been suspended ever since 1950, and all employers have 
paid the full 2.7% tax rate. In addition, the wage base 
has been $3,600 since 1956. 

Michigan’s financial headaches also predate the 1957— 
1958 recession. Evidence that its legislature had already 
made some provisions to bolster unemployment insur- 
ance reserves may be found in the 3.1% average em- 
ployer tax rate expected for this year. 

And Alaska is really a special case. Geographically 


remote, highly seasonal in its industry, and dependent 


for a large proportion of its employment on the govern- 
ment, it poses a unique and separate problem. Despite 


18 


the fact that Alaska has gone the furthest in raising its 
taxable wage base and has taken other corrective steps, 
its system is still underfinanced. In fact, it recently bor- 
rowed another $500,000.! 


Fund Solvency Safeguards 


The situation in West Virginia where the legislature 
did act in mid-1958, but merely to delay the suspension 
of reduced rates, calls attention to other aspects of 
unemployment insurance legislation with which the 
eleven-state questionnaire dealt. These are fund sol- 
vency safeguards and noncharged benefits. It was by 
lowering the dollar limit required for reduced rates that 
West Virginia delayed returning to a flat 2.7% tax rate. 
It is partly owing to noncharging of certain ‘benefits to 
employers’ accounts and failing to provide other means 
of financing these noncharged benefits that the West 
Virginia reserve fund has dropped so much since the end 
of World War II. 

The fifty state laws with experience rating all provide 
for some kind of fund solvency safeguards in order to 
increase contribution income automatically when re- 
serves have declined to a point considered the minimum 
necessary to cover benefits payable. But how is the 
critical level, or peril point, as it is popularly referred 
to, determined and, once determined, how is the con- 
tribution income increased? A third pertinent problem, 
which has largely been ignored so far, is how to time the 
increase so that it does not hit employers in the midst of 
a recession. 

1 The January, 1960, loan brings to $8,765,000 the total Alaska now 
owes to the federal loan fund. It has come to our attention too late 
for inclusion in the text and table that Alaska has amended its finan- 
cing provisions to increase the taxable wage base to $7,200 as of 
January 1, 1960. The employer tax rate has been raised from 2.7% to 
2.9% and the employee tax from 0.5% to 0.6% until October 1 when a 


new experience-rating system will go into effect. Then employer taxes 
will range from 1.5% to 4.0% and employee taxes from 0.3% to 0.9% 


Table 2: Average Employer Tax Rate 


State 1958 1959p 1960e 
Alaska scte ateieleielatesiecctelels 2.7 27, 2.7 
Delaware. ..cessscscres 6 1.8 2.5 
WIN OFS <as0,0.0 i000." AGATE 8 1.1 1.8 
Maryland...... aba le stele 1.1 2.0 2.5 
Michigans 0:6 6 o¢sscce 2.1 Paes 3.1 
OnlOr spares ete eise%sunse dicate 8 1.4 1.5 
COTEGON c's) cic ooo ots co's itn 2.4 2.6 2.7 
Pennsylvania. ....--seee. 2.0 PME 3.3 
Rhode Island.....sseee0. Ly f 2.7 27 
TOMHOSOE Sele) cle.e ckdlate are 1.7 V7 1.9 
West Virginia.....eeee. 1.2 2.1 2.7 
United States.....sseeee 1.3 17 n.a. 
p—Preliminary 


e—Estimated 
n.a,—Not available 


Sources: Data for 1958-1959 from Bureau of Employment Security; 1960 estimates from replies 
to questionnaire by state administrators, minutes of National Executive Committee Meeting 
on December 1-4, 1959, Interstate Conference of Employment Security Agencies 


Some states have described the minimum solvency 
level in terms of millions of dollars, some in terms of a 
multiple of benefits paid, and others as a percentage of 
payrolls in one or more past years; still others combine 
two of these measures. As to increasing income, the 
usual method has been to provide that reduced rates be 
suspended and a uniform 2.7% levied when the peril 
point is reached. However, several states have provided 
for the continuation of experience rating with the 
“east favorable schedule” put into effect, or with other _ 
factors adjusted in order to provide for a higher average 
yield. 

The problem of countercyclical financing has been 
approached on a systematic basis by only one state, 
Wisconsin. 


Avoiding the Peril Point. 


It was not until 1957-1958 that the reserve funds in a 
number of states approached the peril points contained 
in their laws, and the prospect of suspension of experi- 
ence rating was at hand. West Virginia was the first 
state to act to avoid or delay this prospect. In June, 
1958, it temporarily reduced the dollar reserve limit for 
the suspension of reduced rates by 30%—from $50 
million to $35 million. This floor was to apply for one 
year, and then was to be raised to $40 million, the peril 
point now in effect. 

In December of 1958, the Maryland legislature 
adopted stop-gap legislation to lower the minimum 
reserve ratio from 5% to 3% before the flat rate of 2.7% 
could become effective. At the same time, it provided 
for two emergency levies that resulted in raising the 
average tax rate from 1.1% in 1958 to 2.0% in 1959. The 
stop-gap legislation remains effective through the first 
half of 1960, but will then be superseded by compre- 
hensive amendments to strengthen the financing sec- 
tions of the Maryland law enacted in March. (See 
check list.) 

Delaware suspended its “return to 2.7%” provision, 
and enacted a temporary 1.5% across-the-board increase 
for the eight quarters beginning April, 1959. 

All employers in Pennsylvania paid a contribution 
rate of 2.7% in 1959, because the fund had dipped below 
its peril point of $300 million in June, 1958. The fund 
was still well under that figure in June, 1959, but a range 
of rates is payable in 1960 owing to legislation enacted 
in Pennsylvania last December. 

After a close brush with reserve fund depletion, 
Oregon acted to increase the solvency requirements 
which trigger a uniform 2.7% rate. Under the old “peril 
point,” the 2.7% rate was in effect from the second 
quarter of 1958 through the third quarter of 1959; re- 
duced rates were reinstated in the fourth quarter of 
1959. The new higher peril point has resulted in a return 
to the flat 2.7% levy for the calendar year 1960. 

Average employer tax rates in each of the states for 
1958-1960 are summarized in the table on this page. 
Pennsylvania’s estimated 3.3% for 1960 and Michigan’s 
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estimated 3.1% are of particular interest since they 
show that although these states have given up the 
_ device of returning to a uniform rate to protect their 
solvency, they are, by means of a range of rates going to 
relatively high maximums, raising more revenue than a 
flat 2.7% tax would yield. In Pennsylvania the range for 

1960 is 1.6% to 4.0% and in Michigan from 1.0% to 
4.5% 


Inadequate Financing of Common Costs 


The problem of improper financing owing to the 
failure of some states to account for the “socialized” 
benefit costs in their rating process is not a new one, but 
more attention has been drawn to it recently since it 
_ has a cumulative impact—the longer it continues, the 
more seriously it undermines the state fund. Also, with 
a relatively low level of reserves in many states, each of 
the contributing factors comes under scrutiny. 

_ There are two kinds of socialized costs: noncharged 
_ benefits such as those payable following a disqualifica- 
tion because the claimant had voluntarily quit his job 
or was fired for misconduct, and benefits not effectively 
charged because they result in a computed tax rate 
higher than the legal maximum. If these socialized costs 
are not adequately financed they will lead to depletion 
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of the state reserve fund and make a sound experience- 
rating system impossible. 

Michigan’s solvency account was set up in 1954 to 
cover the noncharged and ineffectively charged benefits 
payable under its program. However, the 0.5% maxi- 
mum assessment for maintaining this account, which 
has been in effect since 1957, has been insufficient to 
take care of its contingent liabilities. “Adjustment” 
levies enacted in the recent Maryland and Pennsylvania 
amendments are also directed toward these socialized 
costs. 

Prior to the passage of the new law, the Maryland 
administrator had pointed out that “approximately 25% 
of all benefits paid have not been reflected in the tax 
rate as applied to individual employers,” and suggested 
that “this obviously is not a well-founded actuarial 
principle.” His department recommendations to correct 
the situation were incorporated in the new legislation. 
When experience rating returns to Rhode Island in 1962 
or later, it, too, will levy a special assessment for com- 
mon costs. 

The consequences of having failed to take account of 
all benefit payments in the past can be roughly meas- 
ured by comparing the actual fund balance with the 
aggregate of positive or credit balances in employers’ 


Table 3: Selected Unemployment Insurance Financial Data and 
Two Measures of Fund Adequacy in Eleven States 


Amount of Reserves 


Reserve Rate 


Amount 12/59 Times Reserves 12/59 Reserve Rate 


> September 30, March 31, December 31, Rule" wad weer ee “ “fe eae pepe ee aS 
1957 1959 1959 Require 1950-1959 Requirement Criterion 
Millions of Dollars 
Bieta 2) ils tine Has Sth { wife i ai arias 13.7¢ d d d 
Delaware.......20. Slee See's 15.6 6.5 8.5 15.0 2.1 57 60 
Mingiete ss 82ers ee 499.4 319.6 323.0 342.5 3.1 94 89 
Maryland.....seeeeeeees 119.8 64.0 66.8 90.0 2.5 74 71 
Michigan... ..sseeseeesees 312.2 { ; aig epee 500.0 .8b 18b 23b 
Ohio. ..... > pate ees ae 628.5 37.4.0 395.3 433.5 4.1 91 117 
Gesponeat .Jae2.0ui sedis 47.2 20.8 38.9 65.3 1.5 60 43 
Rarinshivah iG Wicule Viele’ it B694 59.7 { bate 578.0 Ab 15b 11b 
Rhode Island. ......se00e+ 31.5 23.0 29.0 67.2¢ 1.6 43 46 
Tennessee... seseceeeeees 92.7 69.0 76.4 72.4 2.4 106 69 
West Virginia.....++ss0+s 68.2 35.3 32.6 72.5 1.7 45 49 


8 Including federal advances 
b Excluding federal advances 
© Computed by NICB from Alaska Financing Study, assuming calendar 1954 highest cost-rate 


year 


4 These calculations would be meaningless in Alaska where the reserve fund is in debt to the federal account 
£ 1% x 1949 cost rate applied by NICB to total wages in covered employment during the four quarters of 1958 from the twenty-fourth Annual Report of the Rhode Island Department of Employ- 


ment Security 


Sources: Bureau of Employment Security; Interstate Conference of Employment Security Agencies; Individual State Employment Security Agencies; The Conference Board 
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accounts. In Pennsylvania, the fund balance on June 
30, 1958, was $207 million, but the total of positive 
reserve balances exceeded $600 million. Four years 
earlier, the fund balance was $464 million and the posi- 
tive balances of individual employers totaled $573 mil- 
lion. The gap, already in sharp evidence in 1954, had 
widened to the point where there was only about 30 
cents in the fund for every dollar shown in employer 
reserve account balances by 1958. The corrective meas- 
ure included in the 1958 Pennsylvania amendments 
would appear to have been long overdue. 

It would also appear to be overdue in West Virginia. 
Although statistical data similar to the above are not 
available for that state, it is clear, simply from the 
amount of noncharging, that the common costs have run 
high—and there is no specific provision for recouping 
them. Even interest on the fund, which in many states 
is one of the sources of revenue used for the payment of 
these costs, is credited to individual employer reserve 
accounts in West Virginia and enters into the rating 
process. 

Benefits noncharged each year since 1949 in West 
Virginia have varied from 14% to 20%. For just the four 
years 1954-1957, noncharged benefits totaled $11.4 mil- 
lion; the fund balance at the end of 1959 was $32.6 
million. No remedial action has been taken in West 
Virginia, and no suggestions for action in this area are 
contained in the long-range study of benefit financing 
and fund solvency for that state published in December, 
1958.1 

The benefit financing committee report suggested 
that the states “eliminate as much of the noncharging of 
benefits and other items as possible to prevent ‘leak- 
ages’ from the reserves, or at least make certain that 
noncharges are adequately financed.” 


The Suggested “14 Rule” 


Since the end of World War II, actuaries in the 
Federal Bureau of Employment Security and in the 
state employment security agencies have attempted to 
develop meaningful and convenient rules of thumb for 
determining fund adequacy. Finding a yardstick that 
can apply with validity to fifty-one different systems is 
truly a difficult, if not impossible, task. 

Prior to the 1957-1958 recession, fund adequacy was 
generally measured by BES by dividing the reserve 
rate (t.e., reserves as a per cent of taxable payrolls) by 
the average cost rate (benefits as a per cent of taxable 
payrolls) over the preceding five or ten years. A multiple 
of three to four was considered desirable. 

The report of the benefit financing committee out- 
lined a new approach that relates reserves and benefits 
to total wages rather than to taxable wages, and which 
substitutes the worst postwar experience for a five-year 
or ten-year average experience. To find out how many 

1“Financing Unemployment Benefits in West Virginia,” by Donald 
E. Hayhurst and Walbert W. Kaempfer, Bureau of Government 


Research, West Virginia University, Publication No. 24, December, 
1958 


millions of dollars of reserves will represent a minimum 
solvency level at the start of the next recession under this 
rule of thumb, each state must take the following steps: 


1. Pick for each of the three postwar recessions the 
twelve-month period in which benefit payments totaled 
the most dollars 

2. Figure the total wages for covered work paid in the 
four calendar quarters which ended within each twelve- 
month period chosen 

3. Compute benefits paid as a percentage of total wages 

4. Multiply these percentages by one and one half 

5. Take the highest one of the resulting 1/2 times figures 
and apply it to total wages paid for covered work in the 
most recent four-calendar quarters for which such wage 
data are available 


This is the way the procedure works out for Rhode 
Island (note that percentages are based on fuller 
figures than those shown): 


Total Covered 1Y, Times 
12 Months Amount of Wages- Benefits Benefit- 
of Highest Benefits Nearest Four as % of Wage 
Benefits Paid Quarters Wages Percentage 
(Millions of dollars) 
Jan.—Dec., ’°49........ 31.4 598.9 5.3 La Fae 
Jan.—Dec., ’54........ 22.9 7 feet fo 3.0 4.6 
Jan=Dee.,, "58 5 «0.02022 24.4 851.0 2.9 4.3 


The highest 1% figure times total wages in the most recent four-calendar quarters for which 
such data are available—7.9% x $851.0 million—brings the adequacy level to $67.2 million 
The dollars of reserves that the 114 rule would require 
in the other states are shown on page 19, where they 
may be compared with actual reserves at the end 
of last year (table 3). In making this comparison, how- 
ever, it should be borne in mind that December, 1959, 
was only nine months after unemployment insurance 
funds hit bottom both nationally and in the eleven 
states. The 114 requirement would not be expected to 
be met that soon after the downturn. It is rather a goal 
toward which the rebuilding of reserves may be directed, 
to be reached by the time the next downturn begins. 

Whether the states will be able to rebuild their funds 
to this level depends to a great extent on how many 
prosperous years will intervene. The appraisals of their 
financing situations by the State Employment Security 
administrators reflects the importance of this time 
factor. Given three years or more between recessions, 
the Oregon administrator says the fund will be in satis- 
factory condition. More adequate reserves will be avail- 
able by the end of 1962, says the Pennsylvania chief; 
Illinois sees itself ready by the end of 1961; Ohio is 
ready right now. 

The statements by some of the administrators also 
make it clear that the 114 rule has not entered seriously 
into their calculations. In Pennsylvania, where the goal 
is $300 million, the 114 rule requirement is almost twice 
that amount. Rhode Island plans to reestablish re- 
duced rates in 1962 if the fund reaches 6.5% of taxable 
wages: this comes to $48 million in terms of 1958 
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taxable wages, as against the 114 figure of $67.2 million. 

“How valid is the 114 rule?” In order to get some 
perspective on this question, we have gone back to the 
earlier rule of thumb in which the reserve rate is stated 
as a multiple of the average annual cost rate over the 
previous decade. This figure may be thought of as the 
number of years that current reserves would be able to 
pay benefits if they approximated their average cost 
over the preceding ten years. 

Since a reserve fund that was adequate to meet three 
to four years of average benefit costs was considered 


- adequate, the reserve rate multiples on December, 1959, 


have been taken as a percentage of 314. These per- 
centages may be compared with the percentages that 


- dollars of reserves on December 31, 1959, represent of 


the 114 requirement (see the last two columns of table 3). 


- The similarity of the two is striking. In only three states 
_ —QOhio, Oregon and Tennessee—was the discrepancy 
_ more than five percentage points. 


While rules of thumb probably are valuable as 
warning devices, perhaps the most pertinent data are 
those on the changes in the absolute amounts in the 
reserve fund. It is clear from these data (first three 
columns of table 3) that except for Alaska and West 
Virginia, the states had begun the task of rebuilding 
reserves in the last three quarters of 1959. 

Miriam I. Crvic 
Division of Economic Studies 


Capital Invested 


[Continued from page 7] 


1957, registering an 83% gain since 1948. Anthracite 
coal mining, a severely depressed industry, experienced 


_ a fall in invested capital of more than one third between 


- 1948 and 1957. The sharpest relative gain was in the 


nonmetallic mining and quarrying sector, which in- 
creased investment by 123%. 

Business services, third among the service group in 
capital invested in 1948, was first within the service 
group in 1957, its $3.1-billion investment representing 
nearly one fourth of investment in all services. Hotels, 
which had been first until 1957, enlarged their invest- 
ment by 73% to $2.9 billion. The motion picture indus- 
try showed a gain of 45%, the smallest of any of the 
groups, its investment reaching $2.3 billion in 1957. 

General merchandise stores, including department 
stores, represent the largest segment in retail trade. 
Their $9.3-billion investment accounts for 27% of the 
total, a decline from 32% in 1948. Building materials 
and hardware stores had the relatively largest growth 
between 1948 and 1957, with the greater portion of the 
159% increase occurring in the earlier years of the 
decade. Food stores, with a rise of 155%, were second, 
with much of the growth occurring in recent years. 

HeErsert J. WEINBERGER 
Division of Consumer Economics 
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Business Bookshelf 


Economics and the Policy Maker—A series of lectures on the use 
of economics by policy makers in the conduct of public and 
private affairs. Lectures by Sidney S. Alexander, Gehard 
Colm, Neil H. Jacoby, Louis Shere, Robert V. Roosa, 
Sumner H. Slichter, Mark S. Massel, and Everett E. Hagen 
deal respectively with business planning, economic stabil- 
ization policy, monetary and credit policy, collective bar- 
gaining, competition and monopoly, and economic develop- 
ment. Brookings Lectures, 1958-1959. The Brookings Insti- 
tution, Washington, D. C., 1959, 201 pages. $2.95. 


The Evaluation of Common Stocks—After analyzing the more 
usual approaches to common stock evaluation, the author 
describes the methods and reasoning behind the ratings of 
The Value Line Investment Survey. Mr. Bernhard, head of 
Value Line, presents the case for reducing portfolio manage- 
ment to a system of procedures whose success can be tested 
at each step. By Arnold Bernhard. Simon and Schuster, Inc., 
New York, New York, 1959, 185 pages. $3.95. 


Financial Management—An analysis of the functions of the cor- 
porate financial manager, and an outline of some of the 
elements influencing the decision-making processes in finan- 
cial planning, the acquisition of funds, the management of 
assets, and the valuation of business enterprises. By Robert 
W. Johnson. Allyn and Bacon, Inc., Boston, Massachusetts, 
1959, 596 pages. $6.95. 


Antitrust Policy, An Economic and Legal Analysis—An analytical 
examination of the problems of antitrust policy. The study 
includes an evaluation of the limits and defects of traditional 
policy and contains detailed suggestions for reform; it also 
examines the relative frequency of different kinds of market 
structure in the economy. By Carl Kaysen and Donald F. 
Turner. Harvard University Press, Cambridge, Massachusetts, 
1959, 345 pages. $7.50. 


History of Industry and Trade of the Philippines—A new edition 
of material previously published on the history of industry 
and trade in the Philippines from pre-Spanish times. Mate- 
rial on the period from 1946 to 1958 deals with questions 
concerning foreign affairs, public works, schools, agriculture 
and labor, government planning, economic controls, meas- 
ures of postwar economic progress, etc. By A. V. H. 
Hartendorp. McCullough Printing Company, Manila, 1958, 
748 pages. $7.50. 


Gasoline Pricing in Ohio—A study of price leadership and price 
competition in retail and tank wagon markets of Ohio. The 
authors consider such questions as the evaluation of pricing 
policies and practices, the prevalence of local price adjust- 
ments, the factors influencing the price leader to sell at less 
than its target price in certain geographic areas and the 
extent to which other suppliers follow the leader’s prices. By 
Edmund P. Learned and Catherine C. Ellsworth. Division of 
Research, Graduate School of Business Administration, 
Harvard University, Boston, Massachusetts, 1959, 258 pages. 
$9.00. 


Competitor Intelligence—A report on how companies collect in- 
formation about their competitors, including a section on 
how the company can protect itself against the loss of 
secrets from within the organization. Prepared by students at 
the Harvard University Graduate School of Business Adminis- 
tration. C. I. Associates, Watertown, Massachusetts, 1959, 
78 pages. $10.00. 
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METROPOLITAN U.S.A. 


HE POPULATION of the United States grew by 
2214 million between 1950 and 1958: approxi- 
mately two thirds of this increase took place in standard 
metropolitan areas. These 168 areas! gained in population 
at a faster pace than the remaining areas of the country. 
More than half the population of these 168 areas was 
concentrated in the fifteen largest. These fifteen areas 
accounted for some 31% of the entire population resid- 
ing in the United States in 1958. Surprisingly enough, 
the fifteen cities and their suburbs have grown at almost 
exactly the same pace as the 153 remaining metro- 
politan areas combined. Within the fifteen, as might be 
expected, there are substantial variances in respective 
growth rates. 

With one exception—Houston—the fifteen largest 
metropolitan areas in 1958 were the same as those in 
the 1950 census. Houston, eighteenth in population i in 
1950, was fifteenth in the 1958 ranking, surpassing 


1Jn 1959, the Bureau of the Budget added new areas and redefined 
some of the existing areas. These changes were not incorporated into 
the data comprising this article 
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Cincinnati, Milwaukee and Kansas City in its spurt. 

Nearly 54 million people lived within the boundaries 
of these large metropolises in 1958—nearly 814 million 
more than in 1950. All fifteen cities reported gains in the 
eight-year period, ranging from 75,000 in Boston ‘to 
2 million in the Los Angeles-Long Beach area. The New 
York-Northeastern New Jersey “SMA” was still the 
largest area, with some 14,190,000 inhabitants, an in- 
crease of nearly 1.3 million over the 1950 total. The 
Chicago area was second largest, but only a scant 
84,000 above the rapidly growing Los Angeles area. 

Six of the cities changed rankings between 1950 and 
1958. Boston and San Francisco-Oakland swapped 
sixth and seventh positions; Washington, D. C., sur- 
passed Cleveland to become the tenth largest; and 
Buffalo went ahead of the twin cities of Minneapolis- 
St. Paul to gain the distinction of being the thirteenth 
largest area. 

The growth in population during the four years 1950 
to 1954 was slightly slower than during the second four 
years 1955-1958. In the former time span, the fifteen 
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metropolitan centers grew by 4.1 million persons as com- 
pared with over 4.3 million in the years 1955 to 1958. 

Nine of the fifteen cities exhibited a faster growth 
_ between 1955 and 1958; the remaining six gained faster 
during the first four years. In only three instances, 
however, did the differences in growth between the two 
periods amount to more than 75,000. Chicago, which 
added slightly fewer than 400,000 to its population 
between 1950 and 1954, experienced a sharper growth of 
580,000 during the second four years. Detroit also re- 
ported a more rapid growth in the later years: 460,000 
as compared with 375,000 in the earlier period. The only 
one of the cities to lose population was Boston, with a 
decline of 4,000 between 1955 and 1958. But Boston 
showed a gain of 80,000 from 1950 to 1954. 


Where They Are Located 


From a geographic standpoint, five of the areas are 
located on the Eastern Seaboard virtually in a direct 
line from Boston to Washington, D. C., and embrace a 
total of 25 million people. With the addition of other 
standard metropolitan areas, the entire Eastern Sea- 
board from Portland, Maine, to Washington, D. C., has 
become, in a certain sense, one tremendous metropolitan 
area. The West Coast has two giant areas accounting for 
9 million people; the remaining areas are in the mid- 
western part of the country, with one in the Southwest. 
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Among the fifteen fastest-growing metropolitan zones, 
twelve reported population increases exceeding 50% 
during the eight years; the remaining three were almost 
at that level. Houston, gaining 48%, was the only city 
on both lists: the largest and the fastest growing. 
Geographically speaking, the fifteen areas were gen- 
erally in those states in which population growth had 
been well above average. 


Five in Texas 


Texas claimed five of the rapidly expanding SMA’s. 
Two of its areas were comparatively small in population, 
two were medium sized, while Houston was in the 
1 million-and-over category. The population explosion 
in California produced four more areas ranging from 
San Jose to Sacramento. These two population centers, 
along with San Bernandino, could be termed “middle 
sized,”’ but San Diego is among the top twenty-five with 
a population rapidly approaching (and probably sur- 
passing by 1960) the million mark. 

In Florida, another area of rapid growth, three 
metropolitan areas exceeded 60% in total growth be- 
tween 1950 and 1958. Orlando more than doubled its 
area population; the other two were the rapidly rising 
resort and retirement areas of Miami and Tampa- 
St. Petersburg. 

The remaining three areas were divided among 
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Standard Metropolitan Population as Per Cent of Total Population, by States 
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Arizona, New Mexico, and Kansas, so that the eastern 
and the midwestern regions already densely populated 
were not represented on this list. 

Nineteen of our states had more than 50% of their 
people living within standard metropolitan areas in 
1958. As many as thirty-five states had a greater pro- 
portion of its people living within large urban centers 
than they did in 1950, five had smaller proportions, 
while in four cases the ratios remained the same. Seven 
states do not have any standard metropolitan areas 
within their borders. 

All the inhabitants of Washington, D. C., live in the 
metropolitan area of Washington; and 90% of the New 
Jerseyites are residents of metropolitan districts. Gen- 
erally speaking, the states with the highest SMA con- 
centrations are those with the largest populations, as 
illustrated by New York with a ratio of 84%, California 
with 82%, and Pennsylvania with 80%. 

The Census Bureau estimates that some 57.5% of the 
174 million persons in the country were living in stand- 
ard metropolitan areas in 1959. The addition of new 
areas and the realignment of several existing areas 
should bring this proportion to 60% when the results of 
the 1960 Census are published. 


On Methods Employed 


Since decennial census figures on the population of 
standard metropolitan areas will not be available for 
some time, THe ConFERENCE Boarp undertook the 
collection of population data for all states on a county 
basis. With information received from the various state 


The Twenty-Five Largest Standard Metropolitan Areas 
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and local agencies, population estimates for the standard 
metropolitan areas were constructed and formed the 
basis for data shown in this article. 

Some of the state population totals differ from the 
annual state population estimates published by the 
Bureau of the Census partly because of the different 
methods of estimation used by the state and local 
agencies as opposed to Census methods. Population is 
defined differently from one set of state estimates to 
another. However, this limitation is not serious, since 
most state estimates refer to the total population resid- 
ing in the area. A limitation of greater import lies in the 
method of estimation employed by each state. Those 
that employ the migration and natural-increase method 
in its various forms are likely to have superior accuracy, 
since they take into account actual population changes 
that occurred during the period under study. Other 
methods use one or several series of “indicators,” such 
as births, deaths, school enrolment, and dwelling units. 
The least desirable method involves the assumption 
that yearly amounts of population change as in the past. 
Thus the most recent intercensal period may, be applied 
to the postcensal period. 

The collection of data on population was confined to 
those of official agencies and excluded population esti- 
mates prepared by chambers of commerce and other 
local private organizations. 


HERBERT J. WEINBERGER 
Division of Consumer Economics 
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The Competitive Potential of the U. S. Cotton Industry—A study 
dealing with the market potential for U. S. cotton, taking 
into account competition from other fibers, the effect of 
changing technology, and the role of government programs. 
By Clifton B. Cox and Vernon W. Pherson. Graduate School 
of Business Administration, Harvard University, Boston, 
Massachusetts, 1959, 201 pages. $3.00. 


Determinants of Consumer Demand for House Furnishings and 
Equipment—An investigation into the factors which influ- 
ence consumer expenditures for house furnishings, together 
with a forecasting procedure for determining consumer 
demand for all types of goods. By Vernon G. Lippitt. 
Harvard University Press, Cambridge, Massachusetts, 1959, 
172 pages. $6.00. 


Cases in Marketing, Second Edition—The cases contained are 
based on actual business problems solved by marketing 
executives. By L. C. Lockley and C. J. Dicksen. Allyn and 
Bacon, Inc., Boston, Massachusetts, 1959, 828 pages. $4.95. 


Casebook in Publicity and Public Relations—A series of prob- 
lems, taken from actual company situations, to be solved by 
students in publicity and public relations courses. The 
author also discusses such aspects of the subject as the 
handling of public relations advertising, speeches and let- 
ters, and difficult communications problems, as well as the 
planning and budgeting of public relations activities. By 
Raymond Simon. Wm. C. Brown Company Publishers, 
Dubuque, Iowa, 1959, 189 pages. $3.25. 


Monthly Survey of Business Opinion and Experience 


INSURANCE FOR TRAVELING EMPLOYEES 


hazards is provided by 232 of the 319 manufactur- 

ing companies participating in this month’s survey 
of business opinion and experience. Fourteen additional 
companies are currently “interested” in or “‘consider- 
ing” the purchase of such insurance. 

The proportion of companies now carrying such pro- 
tection—approximately three out of every four—is 
significantly higher than that found in a similar survey 
made in September, 1956.1 At that time, two out of 
three of the 281 reporting companies provided some 
form of travel insurance, with another ten companies 
“currently investigating or negotiating such insurance.” 

The growth in travel insurance protection over the 
past four years is indicated not only by the larger pro- 
portion of companies providing such insurance, but also 
by an upward trend in benefit levels and a general 
broadening of company plans to include more travel 
hazards and more employees. 

Many companies that participated in the earlier 
survey have since abandoned air travel or other limited 
forms of coverage in favor of all-risk business travel 
contracts, or have substituted a blanket travel policy 
for one insuring only named executives or key employees. 


ACCEPTANCE OF RESPONSIBILITY 


Se FORM of insurance against business travel 


Even among the 27% of reporting companies that do — 


not have travel insurance policies, there seems to be 
wide acceptance of the idea that companies should 
assume some responsibility for insuring their employees 
against business travel risks. 

Some companies say they have not found a suitable 
policy, or have not yet settled upon the combination of 
coverages that will best meet their special needs. Others 
feel that their travel exposures are limited enough to be 
met by the occasional purchase of trip coverage for an 
employee, or by the authorized reimbursement of slot- 
machine premiums. 

Still others acknowledge the need for insuring busi- 
ness travel hazards, but are meeting it by amending 
their group life and accident insurance plans to provide 
higher or double indemnities in the event of accidental 
death or dismemberment. This solution is favored by a 
number of respondents because it does not differentiate 
between the hazards of business travel and those of 
other work assignments. 

One company, for example, carries no travel insur- 

1 The results of this survey were reported in The Business Record of 


November, 1956. Respondents to the current survey include 179 of 
the companies that replied to the 1956 survey 
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ance because “a man is just as likely to get killed in 
connection with his home office and plant job as if he 
were traveling, and therefore insurance provided for the 
beneficiary of a man who happens to be traveling could 
be an uneven personnel benefit.” 

Another executive explains that his company pro- 
vides major medical coverage for its employees, in 
addition to group life and workmen’s compensation, but 
no travel insurance as such. He, too, expresses the 
opinion that hazards undertaken by traveling employees 
are no more serious than those involved in commuting 
or regular work assignments, and the needs of their 
families for help no greater than those of any employee 
who might be injured or killed. 


What Is “‘Adequate’’? 


In many cases, companies are satisfied that their 
traveling employees are adequately protected by work- 
men’s compensation and group life insurance plans. A 
New York State manufacturer, for example, writes: 
‘‘Workmen’s compensation benefits under accidental 
death are quite liberal in New York State. This, com- 
bined with the group life coverage (which provides for 
double indemnity benefits), would give most traveling 
employees in excess of $60,000 of protection.” 

A few respondents object to the disproportionately 
high death benefits often provided in the business travel 
coverage. One company treasurer, for instance, observes 
that some of the travel programs “‘appear to feature the 
‘ich widow’ objective, which seems to be unsuitable for 
a business as well as too limited in scope.” 

Concern over the possible inequities of a travel 
insurance program is not confined to companies that 
have refrained from purchasing this type of insurance 
protection. It has not been a significant deterrent, how- 
ever, to industry acceptance of this relatively new and 
flexible form of insurance for employees required to 
travel frequently or extensively on company business. 

The degree of acceptance differs somewhat by indus- 
try group, as shown by figures in the first three columns 
of the table on page 27. In the metal industry groups, 
only 70% of the companies provide travel insurance 
coverage as compared with 77% of those in the non- 
metal groups. None of the four companies reporting 
in the structural steel products group and less than half 
of those in the iron and steel foundries group have travel 
insurance policies. On the other hand, in the two chemi- 
cal industry groups over 80% of the reporting com- 
panies offer some form of travel insurance protection. 

Similar industry group differences appeared in the 
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Travel Insurance Coverage by Industry Group and Type of Coverage 


Number Companies Companies 
° without with 
industry Group Companies Travel avival 
Reporting Coverage Coverage 
Metal industries 

Aircraft and parts. « «! 0-010) 0,016 ss \0;0 «0 12 3 9 
Blast furnaces and steel mills........ 14 3 11 
Communication equipment.......... 6 3 3 
Electrical appliances. ......+esesees 3 1 Ps 
Electrical industrial equipment........ 15 6 9 
Hardware. B aieletehevetela efeverdie se ed 2 10 
Industrial ecieen acess Aeon wae #4 7 15 
Industrial machinery—specialized..... 23 4 19 
Instruments, controls and apparatus.... 13 2 11 
Iron and steel foundries.........2+.. 11 6 5 
Metal stamping and coating..... opie 4 1 3 
Metalworking machinery...... spataronens 14 4 10 
Motor vehicles and equipment....... 9 2 7 
Nonferrous metals. .......eesse00. 15 5 10 
Office equipment. ......sseecseees 8 4 4 
Refrigeration equipment........ Aes 4 (8) 4 
Structural metal products..........+ 4 4 0 
Total metal industries. ......+.+.. 189 57 132 

Per cent. vocccccecccccsesecess 100.0% 30.2% 69.8% 

Nonmetal industries 

Apparel and related products........ 5 2 3 
Chemicals—inorganic.........+.0.. 16 3 13 
Chemicals—organic.....essseeceee CZ 3 14 
Construction materials........+.+. 12 1 11 
Food, beverages and Wicifect pride 16 5 11 
Furniture and fixtures.......2+.+. “i feift *) 4 Z 
leather and leather products........ 3 0 3 
Lumber and lumber products.......- 3 1 2 
Paper and allied products.......... 14 3 11 
Petroleum refining. .....scseseeoes 13 1 12 
Rubber products. ......esseeeeeees 11 1 10 
Textile-mill products. .....2esceeee> 14 6 8 
Total nonmetal industries......... 130 30 100 

PAG Cant ous c ale aic.s\s. cue 9,010, 010,00 9 100.0%, .. 23.1%. «76.9% 
Total, all companies....... Resa l? 87 232 

RGICOM) ¢ susi.0,c/s 1s 0+ 2,0: 5)% seseees 100.0% . 27.3% 72.7% 

Percentage distribution by type... .. te 100.0% 


1 Includes group accidental death and dismemberment policies covering business travel 


1956 survey of travel insurance plans. At that time, 
however, only 58% of the reporting companies had 
formal travel insurance policies, with another 9% pro- 
viding airplane trip insurance on an occasional or 
individual basis. 

Since the 1956 survey, there has been a definite shift 
away from the informal air trip policy toward more 
comprehensive and more automatic group travel 
coverages. 


TYPES OF TRAVEL COVERAGE 


The table on this page shows the prevalence of travel 
insurance coverage and the general type of coverage 
provided in the different industry groups. Since many 
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Type of Coverage Provided 


Air Pie All All- 24-hour Other! Not 
Travel or Common Conveyance tisk Accident Specified 
Only Carrier 
5 1 0 2 1 0 0 
1 1 1 5 2 1 0 
0 0 0 3 0 0 0 
1 0 0 1 (8) 0 0 
1 2 0 2 3 0 1 
1 3 2 3 0 1 0 
0 1 ce) 17 3 (0) 0 
2 2 3 8 1 3 0 
0 2 1 8 0 0 0 
0 0 0 2 2 1 0 
0 1 0 2 0 0 0 
0 2 (0) 5 2 0 1 
0 1 0 3 1 2 0 
(6) 1 2 4 1 2 0 
1 1 (0) 1 1 0 0 
(¢) 0 0 3 0 1 0 
0 0 (¢) 0 (0) 0 0 
12 18 9 63 17 11 2 
0 0 0 3 0 0 0 
0 3 3 6 0 0 1 
(¢) Vs 0 4 3 0 0 
1 2 0 8 0 0 0 
1 Z 2 4 1 1 0 
0 1 0 1 0 10) 0 
2 0 0 1 0 0 9) 
(0) 0 0 1 0 1 0 
1 1 0 8 0 1 0 
6 P 0 0 2 2 0 
2 3 0 2 2 0 1 
0 1 1 4 1 1 0 
13 22 6 42 9 6 2 
25 40 15 105 26 17 4 
10.8% 17.2% 6.5% 45.3% 11.2% 7.3% 1.7% 


travel insurance contracts are hand tailored to meet the 
needs of a particular company, and thus may cover any 
combination of travel exposures or pool the travel 
exposure with other accidental risks, an exact classifica- 
tion by type of contract is not feasible. However, the 
major types of contracts now in general use are usually 
identified with the means of transportation and the 
range of travel exposures insured. 


Classification of Company Plans 


In the table on this page, the travel insurance plans of 
232 companies have been classified as applying to (1) air 


' travel only, 11%; (2) travel by public conveyance or 


common carrier, 17%; (3) all conveyance travel, 7%; (4) 
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all-risk business travel, 45%; (5) 24-hour accident cover- 
age, 11%; (6) other coverages, such as accidental death 
and dismemberment policies that insure the employee 
while in a business travel status, 7%; and (7) unspecified 
business travel risks, 2%. Companies that have more 
than one travel insurance policy have been classified 
according to the one that insures the widest range of 
travel hazards, unless this particular coverage applies to 
only a small fraction of the total number of insured 
employees. 

A pronounced preference for comprehensive, all-risk 
travel coverage is indicated by these figures and by the 
comments of responding companies. The 24-hour acci- 
dent coverages and the group accidental death and 
dismemberment policies that apply to business as well 
as personal travel are considered comprehensive cov- 
erages since they include all travel hazards. 


Air Travel Policies 


The air travel hazard is still the one most widely 
insured; commercial air flights come within the scope of 
all the transportation and accident policies listed. Only 
twenty-five companies, or about one in ten of those with 
travel insurance plans, have been content to. insure 
their traveling employees against air travel hazards 
alone. In the 1956 survey, more than a third of the 
company plans applied to air travel only. 


Public Conveyance Policies 


Public conveyance or common carrier policies insure 
travel by scheduled airlines, trains, boats, buses, taxis 
and other licensed commercial vehicles. Some com- 
panies with this type of policy pay an extra premium to 
obtain additional coverage for private and chartered 
plane travel. The 1956 survey indicated that 20% of the 
insured companies had public conveyance or common 
carrier policies. The current survey shows only 17% of 
the company travel plans in this category. 

Increased company concern about the hazards of 
automobile travel in privately owned or company- 
owned vehicles is one factor that has limited the growth 
of this type of travel coverage. Automobile travel 
exposures are insured in both the all-conveyance and the 
all-risk business travel policy. 


All-conveyance Policies 


The inclusion of private passenger cars and other 
motor vehicles is the big difference between the all- 
conveyance and the public conveyance travel coverages. 
However, the all-conveyance policy gives generally 
broader transportation coverage in other respects as 
well. As one company executive points out, the all- 
conveyance policy carried by his company . . . 


. covers injury or death while riding in, on, or being 
struck by any vehicle on land, water, or in the air. For this 
purpose a submarine is a vehicle, as is also a horse-drawn 
buggy or wagon; bicycles, motorcycles and motorboats are 
‘vehicles.’ The coverage is for the entire year—in other 


words, it is both business and pleasure. An employee who is 
injured by a vehicle while taking his family to a Sunday 
basket picnic is covered under this policy.’’ 


As shown in the table on page 27, only fifteen of the 
232 travel insurance plans provide the all-conveyance 
type of coverage. The 1956 survey did not reveal any 
company travel policies of this type. 


All-risk Business Travel Policies 


The all-risk business travel policy insures all of the 
transportation-connected hazards that are insured by 
the all-conveyance policy. In addition, it provides pro- 
tection against other accident hazards throughout the 
course of the business trip. One respondent describes the 
all-risk policy as “a blanket form of travel-accident 
insurance covering insured employees while in a travel 
status on company business outside the city of their per- 
manent assignment.” Another describes it as providing 
“all-risk coverage during travel and sojourn on company 
business, provided such travel is to a point or points 
located away from the company’s place of business.” 

Commutation, vacation travel, and travel within the 
city in which the employee works are normally excluded 
from such all-risk policies. A few companies, however, 
have worked out supplementary clauses with their car- 
riers to insure some executives or employee groups for 
local business travel exposures as well as those encoun- 
tered on out-of-town trips. 


24-hour Accident Policies 


The 24-hour accident policies maintained by report- 
ing companies are frequently individual or named- 
executive policies covering nonbusiness as well as busi- 
ness exposures. They are favored by some companies for 
insuring top executives whose business and personal 
travel are so intermingled that it would be difficult to 
separate one from the other. 

In the extension of travel insurance to wider groups 
of employees, the all-risk business travel policy has 
apparently been favored over the 24-hour accident type 
of coverage. The proportion of insured companies 
reporting the latter type of coverage is the same in the 
present survey as in the 1956 survey, whereas the pro- 
portion reporting all-risk business travel coverage has 
increased substantially from about 33% to 45% of the 
insured companies. 


EXTENT OF EMPLOYEE COVERAGE 


The extent of employee coverage under company 
travel plans still varies widely, but is definitely broader 
than it was in 1956. Some 64% of the companies insuring 
business travel hazards now extend that insurance to all 
employees exposed to those hazards; 17% insure all 
salaried employees, or all employees exempt from the 
federal wage and hour law; and 6% insure all executive 
or management employees. The remaining 13% insure 
only selected executives or employees. The following 
tabulation shows the distribution of company travel 
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plans, by extent of employee coverage, in the metal and 
‘nonmetal industry groupings: 


Companies Selected 


Total Companies Companies Insuring All Executives 
Group Number Insuring Insuring All Executives or or Types 
of All Salaried Management of 
Companies Employees Employees Employees Employees 
Mefal industries... 132 79 24 5 24 
Nonmefal industries 100 69 15 10 6 


All companies..... 232 148 39 15 30 


The inverse relationship between the breadth of em- 
ployee coverage and the level of benefits is evident from 
the plans outlined in the table starting on page 34. 


BENEFITS PROVIDED 


Survey participants were not asked to describe the 
types or amounts of benefits provided under their travel 
insurance plans if there was no variation in benefits as 
between executives and other employees. But it is clear 
from the information supplied that the great majority of 
travel contracts provide benefits only for death or dis- 
memberment injuries, and do not provide for medical 
expense or weekly indemnity payments. Most of the 
company plans providing these additional benefits have 
been included in the table starting on page 34. 

In 92% of the company travel plans, the benefits are 
payable in addition to any other benefits to which an 
insured employee would be entitled under workmen’s 
compensation or group life insurance policies. Only 
fifteen companies indicate any relationship or adjust- 
ment of benefits to take into account other benefits for 
which the employee is eligible. In almost every case such 
adjustment relates to the allowance for medical expense 
or weekly indemnity payments, and does not affect the 
amount of the death or dismemberment benefits. 

The following comments are indicative of the way 
these benefits are handled: 


“Death and dismemberment benefits are paid in addition to 
other benefits. Disability benefits are paid after expiration of 
benefits of our salary continuance plan but in addition to 
workmen's compensation benefits. Medical benefits supple- 
ment rather than duplicate group insurance and workmen's 


compensation medical benefits. *’ 
Blast furnaces and steel mills 


“Death or permanent disability benefits under the company- 

wide travel program are additive to workmen's compensa- 

tion, group life and other company coverages. However, the 

temporary weekly benefit provisions and the medical expense 

coverage are excess over workmen's compensation, group 
_ insurance, and salary continuation."’ 


Industrial machinery—general 
Under some company plans, of course, benefits are 
paid initially to the company, so that it is in a position 


to adjust the benefits paid depending on the circum- 
stances of the accident or the needs of the employee. 
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Only two companies report any provision for adjust- 
ing the size of the death or disability benefit to take 
into account alternative or supplementary coverages. 
One petroleum company deducts workmen’s compensa- 
tion payments, and payments under the company’s 
group life insurance, from benefit payments made under 
its aviation accident insurance. Under the travel insur- 
ance plan of an iron and steel company, each employee 
is insured in an amount equal to three years base salary 
less the total amount of life insurance he has (or is 
eligible for) under any plan to which the company con- 
tributes. The maximum benefit for any one individual is 
$100,000. 


INTRACOMPANY DIFFERENCES IN COVERAGE 


Although most of the reporting companies have only 
one travel insurance contract, more than half of them 
(54%) provide varying amounts of protection according 
to the status or salary of the insured employees. Only 
ninety-seven (42%) of the 232 companies with travel 
insurance plans report complete uniformity of benefits 
and travel hazard coverage for both executives and 
employees. Some 4% of the survey participants supplied 
no information on this point. 

The following summary indicates that intracompany 
differences in coverage are somewhat more prevalent in 
the metal than in the nonmetal industry groups: 


Plans 


Number of Plans with Varying 
Group Companies with Uniform Benefits No 
with Travel Coverage and/or Information 
Insurance Plans Varying Travel 
Hazards 
Metal industfries........ 132 a2 77 3 
Nonmetal industries... .. 100 45 49 6 
All companies......... 232 97 126 9 


Of the 126 companies reporting variances in employee 
protection 120 companies vary the size or type of benefit 
payments and twenty-seven companies vary the range 
of travel exposures for which employees are insured. 

Variation in amounts of coverage were reported by 
seventy-three companies in the metal industry groups 
and by forty-seven companies in the nonmetal groups. 
Variation in the range of travel hazards covered were 
reported by seventeen companies in the metal industry 
groups and by ten companies in the nonmetal groups. 
Because a number of survey participants reported varia- 
tion with respect to one aspect of their coverage but 
gave no information on the other, it is not possible to 
determine how many company plans vary both the 
principal amount of coverage and the kinds of travel 
exposures for which they insure. 


Differences in Hazards Insured 


Generally the differentiation in hazards insured is 
related to differences in the frequency of travel exposure, 
to the methods of transportation commonly used by the 


‘insured employees, or to the duration and nature of the 


travel assignments. In many cases, broader coverages 
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are also accorded to top executives in order to cover 
nonbusiness as well as business travel. 

Cost considerations are, of course, a motivating factor 
in many instances. Companies are understandably 
reluctant to pay added premiums to cover all insured 
employees for hazards that only a few are likely to 
encounter. 

Representative of the variations in hazards reported 
are the following: 

A company in the metalworking machinery group 
provides 24-hour accident coverage for twenty-three 
named executives and managerial employees, and all- 
risk business travel coverage for most of its insured 
employees. 

A motor vehicle manufacturer buys 24-hour accident 
coverage for executives traveling in foreign countries 
(not Canada) and public conveyance travel coverage for 
employees working abroad. United States and Canadian 
employees with airline credit cards are allowed to pur- 
chase these coverages at their own expense, but the 
company does not pay any part of the cost. 

A rubber manufacturing company covers its wage 
employees for air travel and public conveyance travel. 
Executives and salaried employees have all-risk business 
travel protection. 

A chemical company has a blanket travel accident 
policy which covers all types of travel on the business 
of the employer “outside the corporate limits of the city 
or town in which he is regularly employed or has his 
residence.” For salesmen and sales supervisors this 
coverage is broadened to apply also to travel within the 
town or city in which they are regularly employed. 

A company in the specialized industrial machinery 
group provides weekly indemnity and medical expense 
coverage for executives and some other employee 
groups, but does not provide them for salesmen, who are 
insured only for death and dismemberment benefits. 

Other examples of variations in insured hazards are 
shown in the table starting on page 34. 


Differences in Level of Benefits 


Variation in the principal or face amount of the death 
and dismemberment coverage is far more common than 
any variation in the kinds of hazards for which protec- 
tion is afforded. In most instances, the size of the benefit 
is geared either to salary or to job classification. A few 
companies, however, vary the coverage in accordance 
with the frequency of travel exposure or the number of 
dependents of the insured employee. 

A higher level of benefits for executive or manage- 
ment employees than for other insured employees is 
frequently provided. The dividing line between the two 
categories is not always easy to define, however, and 
many companies have chosen to use a fixed salary level, 
rather than rank or position, as the yardstick for deter- 
mining what level of benefits an employee will be enti- 
tled to receive. 

One company executive comments as follows on the 
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merits of salary grouping, as compared with position or 
occupational grouping: 


— —_ ~ 


‘'We are now entering our fourth year of providing travel — 
accident insurance to employees at no cost fo them. The first | 
policy we carried for a three-year period classified employees — 
by rank—that is, grouping executives in one class, department — 
heads, engineers and the like in another class, and tech- 
nicians and certain other occupations in a third class. This 
seemed fo present difficulties, first in respect of what may 
appear to be discrimination in the classification of any partic- 
ular employee in relation fo certain of his fellows, as well as 
the fact that there was no clear line of demarcation between 
who was covered and who was not covered. The present 
policy, classifying all employees by salary ranges, we believe 
to be far more satisfactory. In many respects if is a much 
better contract and includes, for example, overseas fravel, 
with a premium cost lower than our first contract. '' 


Industrial machinery —specialized 


Insured employees are frequently divided into three, 
four, or even more salary or position groupings, with 
progressively higher benefits being provided in the 
higher salary ranges. | 


Ratio to Compensation 


One practice, which seems to be increasing in popu-— 
larity, is to insure each employee for an amount equal 
to his annual compensation, or some multiple of that 
amount. Most companies using this method insure the 
employee for two or three times his current base salary 
or annual earnings, exclusive of overtime pay. However, 
one of twenty-six company plans so determining the 
amount of coverage insures each employee for five 
times his annual salary. The principal amount is four 
times the salary in three plans, three times the salary 
in six plans, two and one-half times the salary in one 
plan, twice the salary in fourteen plans, and one and 
one-half times the salary in one plan. In some of these 
plans the coverage is scaled upward to the nearest 
$5,000 in determining benefits. 

The upper and lower limits of travel insurance 
coverage vary greatly from one company to another, but © 
the range is usually between $25,000 and $100,000. 
Companies that include all employees within the scope — 
of their travel insurance plans may insure the lower-paid © 
employees for face amounts as low as $6,000 and top 
executives for as much as $150,000. 

The gradual extension of travel insurance plans to 
include many or all types of employees, with quite ~ 
different travel exposures, is one reason given for vary- 
ing the amounts of travel insurance protection. The — 
precedent of variable benefits has already been estab- 
lished, of course, in many company group insurance — 
plans. 

This precedent worked in reverse, however, in the 
case of one industrial machinery company, which | 
writes as follows: 


—-"s 
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""As our group life insurance provides a coverage based on 
varying wage levels, we have taken the position that no 
further differentiation should be made in our accident policy 
by employee class, and therefore cover each employee for a 
flat sum of $15,000. °’ 


This is not a typical attitude, however, as is indicated 
by the employee groupings and benefit schedules of the 
company travel plans listed in the table on page 34. 


DIVISION OF COSTS 


The costs of business travel insurance coverage are 
generally met by the company, with no employee 
contribution. The division of costs between company 
and employee for the 232 insuring companies is as 
follows: 


Costs Shared No 
Groups Company Employee by Company Information 
Pays All Pays All ond on Division 
Employee of Costs 
Metal industries........ 117 6 8 1 
Nonmetal industries... .. 82 5 13 0 
All companies......... 199 11 21 1 


In companies where the employee pays all the costs 
of travel insurance, purchase of coverage is voluntary, 
and the employee is entitled to purchase either a speci- 
fied amount, or an unlimited amount of protection, 
usually at a group rate not available to him through 
other channels. 

Company plans that involve a sharing of costs usually 
offer alternative types or amounts of coverage, with the 
company paying for a basic type or a base amount of 
protection, and the employee making up the difference 
in cost for such additional protection as he elects to 
purchase. 

The general nature of such optional and cooperative 
arrangements is indicated by the following examples: 


"The all-accident coverage [principal sum $25,000] costs 
about $30 a year, of which the employee pays $12 by a pay- 
roll deduction of $1 per month. This is approximately the cost 
of his insurance during the hours when he is not actively at 
work for the company. The public conveyance travel insurance 
[principal sum two times the employee's salary for the previous 
twelve months] is noncontributory. It covers all employees of 
the company and the approximate annual cost per employee 


is about 40 cents a year."’ 
; Chemicals—inorganic 


‘Under this group insurance [public conveyance] the total 
annual cost is approximately $29.50 per employee. The 
company pays the full premium on all employees except 
commissioned salesmen who pay one half of the yearly cost."’ 


Paper 


‘The premium costs [for all-risk coverage, $25,000 to 
$100,000 face amount, for exempt salaried employees] are 
divided 50-50 between the company and the employee. The 


MAY, 1960 


31 


approximate annual cost to the employee covered is $45 for 
executives, $22.50 for staff assistants, and $11.25 for other 


employees. "’ 
Lumber and products 


"*We have an arrangement whereby the employee can carry 
his own insurance on the basis of 90 cents per $1,000, and 
he can take any amount of $25,000 or over; the minimum 


is $25,000. *’ 


Electrical industrial equipment 


‘'Half of the premium [for all-risk business travel coverage] 
is paid by the employee and the other half is paid by the 
company. There is an optional plan that includes all risks 
when not on company business. The additional premium for 
this alternate coverage is paid by the employee. The approxi- 
mate cost for annual coverage per employee [executives, 
salesmen and engineers] is less than one hundred dollars.’’ 


Industrial machinery—specialized 


COSTS PER INSURED EMPLOYEE 


The cost of travel insurance coverage depends on 
many variable factors, including: (1) the type of cov- 
erage; (2) the number and type of employees insured; 
(3) the level and types of benefits provided; (4) the fre- 
quency and duration of travel assignments; (5) the 
experience record for a particular company or industry; 
and (6) the volume of travel and other insurance cov- 
erage purchased by a particular company. 

Because of these many variables, it is difficult to 
obtain comparable cost data, or to generalize about the 
relative costs of different types or levels of travel insur- 
ance coverage. As many of the survey participants point 
out, the premium costs of many travel insurance plans 
are based on the estimated or reported travel exposures 
of executives or other employee groups that travel 
extensively on company business, with only a nominal 
charge or allowance for other insured employees who 
will travel infrequently or perhaps not at all. 

Some survey participants were reluctant for this 
reason to estimate the cost per insured employee, and 
suggest that the average cost per traveling employee 
would be a more significant figure. This is undoubtedly 
true for purposes of planning and estimating the prob- 
able cost of a company travel plan. 

It is clear that no cost estimate can be very significant 
or meaningful unless it is related to the terms of a 
particular travel coverage. This has been done in the 
table on page 34 for ninety-five of the 128 companies 
that supplied information on their average costs. 

The comments of various executives on the way 
premium costs are established may help in the interpre- 
tation of the cost figures: 


‘Our premiums for this policy are approximately $2,000 per 
year. This provides $50,000 coverage for all employees of 
our company. Our employment at the moment is approxi- 
mately 1,000 employees. The premium was determined, 
however, by trying to evaluate the amount of fravel by those 
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employees who perform the majority of total travel involved. 
There were approximately 110 employees in the group studied 
to arrive at the premium. It makes a great deal of difference 
whether you determine the cost per employee based on the 
employees studied to arrive at the premium or whether you 
consider the total number of employees covered. "’ 


Industrial machinery—general 


‘The premium is computed on the estimated traveling expo- 
sure and bears little if any relationship to the number of 
employees. The annual cost is under $1,000. "’ 


Metalworking machinery 


‘There is no established basic charge per insured employee. 
The plan is experience-rated at each renewal date."’ 


Chemicals—inorganic 


‘‘Premium is negotiated on the basis of the total number of 
salaried employees without regard to the actual number of 
employees who travel. The cost is equal to about 65 cents 


per employee per year."’ 
Rubber products 


‘The annual cost per employee varies with the amount of 
insurance and the estimated duration of exposure. Duration 
for salesmen [$25,000 death benefit] is estimated to be 200 
days, annual cost $14.05; duration for management execu- 
tives [$50,000 death benefit] is thirty days, the annual cost, 
$12.50; and duration for other salaried employees [$35,000 
death benefit], ten days, the annual cost $3.50."’ 


Textile-mill products 


"The cost is figured at $.02%2 per thousand per day of 
travel up to sixty days, with a discount of 30% due to 
volume."" 

Aircraft and parts 


About the only generalizations that can be ventured 
on the basis of the cost estimates, and the comments of 
survey participants, are: (1) that the cost of travel insur- 
ance depends on what the company wants to provide in 
the way of insurance protection; and (2) that the costs 
are considered “nominal” or “relatively nominal” in 
relation to many other employee benefits. 


EXPENSING SLOT-MACHINE INSURANCE 


Company attitudes toward the expensing of employee- 
purchased slot-machine insurance, such as air trip poli- 
cies, are summarized in the table on page 33. 

Two thirds, or 210 of the 319 companies participating 
in the survey, say they do not reimburse employees for 
the premium costs of such insurance. As might be 
expected, most of the companies in this group are com- 
panies that have provided blanket travel insurance 
coverage for all or most of their traveling employees. 
But at least half of the companies without travel insur- 
ance plans are also unwilling to reimburse their em- 
ployees for the cost of individually purchased protection. 


A majority of the fifty-five companies that allow ex- 
pensing of slot-machine insurance, and of the twenty-six 
companies that allow it in some instances, or by certain 
classes of employee, are also companies that have travel 
insurance plans for some or all of their employees. 

The diversity in company attitudes and practice sug- 
gested by these findings is explained to some extent by 
the comments of respondents on the problems of imple- 
menting a nonreimbursement policy. The following is 
typical: 


"'Slot-machine travel insurance policies are not considered 
reimbursable travel expense by the company, but we are 
inclined to believe that many employees traveling do purchase 
this kind of insurance and include the premium under miscel- 
laneous expenses. We do not see any way to prevent this, 
as the cost of such insurance is so small that it is a simple 
matter for our employees to bury it in miscellaneous and other 
expenses on their expense reports. '’ 


Some companies have never instituted a policy of dis- 
allowing travel policy outlays, because few, if any, of 
their employees have ever included them in the expense 
accounts in identifiable form. One company executive, 
for example, states that “there are very few persons— 
perhaps only four or five out of 700 to 800 trips a 
month—who turn in slot-machine travel insurance ex- 
pense.” This company does not disallow, but does dis- 
courage this expense. 

Another company, which carries all-risk travel insur- 
ance on all its employees, reports that it has experienced 
no problem with the expensing of slot-machine premi- 
ums, but “would probably condone” such an item if it 
were to appear, because of the nominal cost of such 
coverage. 

The feeling that it is better to ignore the hidden or 
occasional open expensing of slot-machine premiums 
than it is to attempt to police the practice is shared by 
a good many of the participating companies. As one 
executive observes, “‘it is exceedingly difficult to control 
and therefore it is condoned.” 

On the other hand, many companies establish a 
policy of nonreimbursement of slot-machine insurance 
as soon as they purchase blanket travel insurance 
coverage for their employees. They do this not only to 
prevent duplication of insurance costs, but also to fore- 
stall the inequities that arise when some employees 
claim and receive reimbursement for such costs, while 
others do not. 

A paper company comments as follows on this point: 


''The institution of this coverage [a blanket travel accident 
policy for officers, department heads, managers, sales and 
engineering personnel], resulted from a survey indicating that 
practices were all over the board in connection with reim- 
bursable fravel expense for such coverage. The survey 
indicated also that it was more costly under this lack-of-a- 
method approach. Also, in view of the potential coincidence 
of two or more employees being injured in the same accident 
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Reimbursement of “Slot-Machine” Premium Costs 


Total Policy Not 
Industry Group Companies Not Allowed in Allowed if Determined or 
Reporting Allowed Some Cases Claimed Not Reported 
Metal industries 

PITGIIEE GNAGDGTESia\ <<, vis\ehe s/c 010 .s:s\e ef 6 elsiais see eae ee'sice 12 9 1 1 1 
Blast furnaces and steel mills. .......ceccccssecccscees 14 10 1 1 2 
Communication equipment. ......cccccccccecsccsccces 6 5 0 (¢) 1 
Electrical appliances. .... aheiarausie ish cishedets ioistetate’s wuste nie: § wis 3 1 0 1 1 
Electrical industrial equipment... .......ecsceesececees 15 7 1 4 3 
BACHE WTO c Va ebela. Maceo ea s.e.0 © sie rcitie ae sie |dvile s.stelaicie syeete 12 3 3 5 1 
Industrial machinery—general.........ececscscccceces Py 16 1 2 3 
Industrial machinery—specialized........0cecseeeveces 23 17 3 3 0 
Instruments, controls and apparatus. .......ssececseees 13 12 0 1 0 
roncand, steel POUNCIICS 56.66.0000 se sicciecs cues sciccie red 5 0 5 1 
MeeialestGMpPING «NG COGNG «6.0 siciciss.o. « enais Sets nese 4 1 1 1 1 
MetciWOrking INGCHINGFYrtels «5 « « ssl se 4.0.0/¢,0 210% e she occ «1 14 6 2 5 1 
Motor vehicles and equipment. ........scececeececeees 9 5 3 1 0 
INGHTOLTOUS MOLOIS. «sre siciers sistas sierela's.e 00s cles ss aiviays.ees 15 10 1 2 2 
@Fica equipments). s cto cs alee! o\ disis) oie)e)s: sles, sve e)<ishs sie & » 6is%e 8 6 1 1 (0) 
RELriGeraflon \eqUIPMENEs <6 6 6.945: 0,0101 |e + «viele ss 's'e.s sele 6 0:8 4 3 0 1 0 
structural metal, products..< <'o<.01<.4.« sos 0c /ciee\s «1 0ie00 06 4 3 0 0 1 
Total metal industries.......cccccccccceccees ofa oe 189 119 18 34 18 

TAP GEERLS HS 06.65 OBO: GEL DODD CODCOD GOURODOLOGC Bao 100.0% 63.0% 9.5% 18.0% 9.5% 

Nonmetal industries 

Apparel and related products. .....+ecececcsscesseees 5 3 ) 2 ) 
ENEMICOIS——INOLGOMIG. ois, cle ele oo ale 6.0 afeigisic.s esis cise ects 16 12 1 2 1 
hamiccls=<OrganiCs a. ac sie dele bales. d cls dase ses eaves cle 17 11 1 3 2 
COMSIUCHON MOTETICNS.. Gai ise sale cisials Seciscccccnesees 12 8 (0) =} 1 
Food, beverages and kindred products..........seeeeee 16 13 2 1 (¢) 
Furniture and fixtures. . 2. .0cccccsccccccccccsccccees 6 5 0 1 0 
Leather and leather products. ........ccecccccsccecees 3 3 (0) (0) 0 
Lumber and lumber products. ........sceeeccecesccees 3 Z (0) (0) 1 
Paper and allied products... 0.05% seccccsescncsecce nse 14 9 0 4 1 
PILOLOUIILTONGING ste: sien) cicicie + «cle 0 «ele (aye otee,e cis e/e0:0 0 oes 13 9 2 (0) 2 
RUD DOT ROGUCES ste) tsa (elses oles, cits 0, o/s ee sie acres viec a este 11 10 1 0 (0) 
Textile-mill products. .... SHES: acs hos ere Ae eis a oieye iste 8) aueiege 14 6 1 5 2 
Total nonmetal industries. ...........0. Ba heidee dhe 130 91 8 21 10 

GUT? GEDID 6 O06 GNt oni OOS Ob UBC COCO OOOO EE roe ie 100.0% 70.0% 6.2% 16.1% 7.7% 
Total aiicompanies ss cles «os s..s)sicis's oo) sicie sles sess 319 210 26 55 28 

[AYP Gai la Gio 20 UGE OOOO DRE IOOO DE CIOIen Oe oa 100.0% 65.8% 8.2% 17.2% 8.8% 


(one with and one without coverage), some uniformity was 
indicated as desirable. "’ 


A few companies that have no travel insurance cov- 
erage actively encourage their traveling employees to 
purchase air-trip and other single-trip policies, and to 
include the costs of such policies in their expense ac- 
counts. One company, for example, authorizes any 
employee traveling on company business to buy the 
maximum coverage available and to voucher the cost as 
a reimbursable expense. When an employee travels to 
the extent that the cost of individual trip policies ex- 
ceeds $100 per annum, the company pays the premium 


for an individual air policy. Another company writes: 


‘Our written policy on this subject differentiates only between 
employees whose jobs require regular and frequent flights on 
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company business and those who fly infrequently. For the 
former, the company purchases and annually renews at a 
cost of $13.50 a $25,000 life insurance policy held by the 
employee and payable fo his named beneficiary. For infre- 
quent flyers, the company asks that they buy a ‘slot-machine’ 
coverage of $25,000 and enter its cost as a proper part of 
their trip expense account. The reason for using these two 
methods is essentially one of economy. For a $25,000 cover- 
age on a one-or-two-trips a year basis, the slot-machine cost 
is less than $13.50 and vice versa."’ 


A number of companies that carry travel insurance 
only on executives or other selected groups follow a 
policy of nonreimbursement for insured employees, but 


-permit uninsured employees to voucher a “reasonable” 


or stipulated amount of slot-machine coverage. 
[Text continued on page 42] 
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The existence of an adequate company travel plan is 
sufficient, in the experience of a number of companies, 
to discourage the expensing of slot-machine insurance, 
even when there is no announced policy against it. 
Other companies announce their policy for the guidance 
of management employees who review and approve 
expense accounts, but do not make any effort to uncover 
or disallow hidden premium costs. 

One or two companies say they have attempted to 
discourage employees from buying slot-machine cov- 
erage, even at their own expense, by pointing out the 
adequacy of the company-provided protection, or the 


fact that added coverage could be obtained at more . 


advantageous rates under the company’s contract. 
Most respondents, however, take a completely neu- 
tral position with respect to the purchase of this type of 
insurance so long as the costs are not passed along to the 
company. 
Ent Barrp Lovett 
G. CLARK THOMPSON 
Division of Business Practices 


Mergers and Acquisitions 
November 11, 1959—December 10, 19591 


[Continued from April issue] 


Acquirer 
Description and Assets in Millions 


Houston Fearless Corp. ($5.3) 
Film processing systems and pre- 
cision audiofilm equipment mfr. 
Humble Oil & Refining Co. ($1,568.6) 
[Sub. of Standard Oil Co. (New 
Jersey)] 
Integrated oil producer 
: on Ok te Process Equipment Co. 
n.d. 


Lamb Industries, Inc. ($5.9) 
Ay aa heaters and water softeners 
mfr, 


Lamson Corp. of Delaware ($8.1) 
Material-handling equipment and 
written communications systems mfr. 

H. W. Lay & Co., Inc. ($7.5) 

Potato chips, candies, nut meats, 
etc., mfr. 

Lithium Corp. of America ($10.4 
Lithium compounds, salts, metal, and 
products mfr. 


Maremont Automotive Products, Inc. 
$17.4) 


Automotive replacement parts mfr. 


Mayfair Markets ($30.0) 
(Controlled by Arden Farms Co.) 
Supermarket chain operator 


[Continued on page 47] 


Acquired Unit 
Description and Assets in Milli 


Federal Machine Tool Co. (over $.1 
Electronic components mfr, 


Famariss Oil & Refining Co. 
(12 service stations of) (n.a.) 


(Machinery Div. of) (n.a.) 

(Sub. of Ferro Corp.) 

Chemical processing equipment 
Thomson Mfg. Co., Inc. (n.a.) 

Cane sugar machinery mfr. 


Patterson Foundry & Machinery ' 


Cane Equipment Co., Inc. (n.a.) 
Cane sugar machinery mfr. 

Hurrycane Harvesting Co., Inc. (7, 
Cane sugar machinery mfr. 

Teche Tractor, Inc. (n.a.) 
Cane sugar machinery mfr. 

The Jampol Co. (n.a.) | 7. 
Newspaper conveying equi 
mfr, 

Brooks Potato Chip Co. (n.a.) 
Snack fo: mfr, 


Fulton-Irgon Corp. (n.a.) 


Muskegon Camshaft Co. (over $.1 
Engine camshafts mfr, 


McKay’s Markets (Oregon) (n.a.) 


1See The Conference Board Business Record, November, 1957, and May, 1 
for sources and methods used in this compilation and an analysis and s 


dey: Acquirer 
Description and Assets in Millions 


. Acquired Unit 
Description and Assets in Millions 


Reuben H. Donnelley Corp. (n.a.) 
Direct mail and address directory 
firm 

Dow Chemical Co. ($859.1) 

Organic and inorganic chemicals, 
plastics, and magnesium mfr. 

Dow Chemical Co. of Canada Ltd. 

Sub. of Dow, Chemical Co.) ($859.1) 
hemicals and plastics mfr. 


Electro Instruments, Inc. ($2.5) 


Digital measuring instruments, 
graphic recorders, and precision 
amplifiers mfr, 


Empire Millwork Corp. ($15.9) 
Millwork, doors, sash, 
frames, etc., mfr. 


window 


Farrington Mfg. Co. ($7.5) 
Metal and cardboard display boxes, 
and charge account identification 
systems and cards mfr. 

Field Enterprises, Inc. (n.a.) 
Newspaper publisher 


George Fry & Associates (n.a.) 
Management consulting firm 


Fuller & Smith & Ross, Ine, (n.a.) 
Advertising agency 

Fulton Cotton Mills, Inc, ($12.8) 
Cotton fabrics mfr. 


Graphic Magazines, Inc. (n.a.) 


Hagan Chemicals & Controls, Ino. 
($16.7) 

Automatic control devices, metering 
equipment, and water softening 
chemicals mfr. 

Hamilton Mfg. Co. ($20.7) 
Office furniture, laboratory and laun- 
dry equipment mfr. 

Harris-Intertype Corp. ($66.1) 
2 bycany aca and power paper 
cutters mfr, 

P. N. Hirsch & Co. ($7.0) 
Junior department store chain oper- 
ator 


Drug Publications, Inc. 
(Six publications of) (n.a.) 


Sequoia Metalcraft Co., Inc. (n.a.) 
Magnesium foundry operator 


Bradshaw’s Ltd. (Canada) (n.a.) 


Packaging mfr. 


International Electronics Mfg.. Co. 


n.d. 
Electronics mfr, 


E. L. Bruce Co. ($20.1) 
(Increased holdings to 50% by pur- 
chase of 38.4% of the stock of) 
Hardwood floor mfr. 


Sawyer-Tower, Inc. 
(Coated fabrics div. of) (n.a.) 
Vinyl coated fabrics mfr. 


Manistique Pulp & Paper Co. (n.a.) 
eg wallpaper and book paper 
mnfr, 

John A. Patton Management Engineers, 

ne. (n.a.) , } 
Production engineering service 

Stromberger, La Vene, McKenzie (n.a.) 
Advertising agency 

Harsco Corp. A Ue 
(Business of Ainsworth-Precision 
Castings Co. div. of) (n.a.) : 
Die castings, stampings and machine 
parts mfr. 

El Arte Tipografico (n.a.) 
Spanish graphic arts publication 


Century Softener Corp. (n.a.) 


Haldeman-Homme Mfg. Co. (over $.1)* . 


Folding tables, stages and choral 
equipment mfr. 
Polytechnic Research & Development 
Co., Inc. (over $1.0)* 
Microwave test equipment mfr. 
Model Department Store 
(4 stores of) (Indiana) (n.a.) 


of recorded 1958 mergers and acquisitions 


* Estimated minimum capital from ‘Thomas’ Register of American M 
facturers, 1959” 


Consumer Markets | 
[Continued from page 5] 7 
tional declines in the first quarter; the price for servic 
was up by one half of one per cent. ! 
Of course, the increased importance of services 
consumer buying is only partly a price issue. More i1 
portant are changing living patterns. The move 
suburbia, for instance, has meant a sizable increase 
expenditures for housing and household ‘operatior 
while health plans and programs have pyramided met 
cal expenditures. | 

The outlook for the consumer sector in the mon 
ahead continues to be fuzzy. Certainly, the record of 
early months of the year is inconclusive. But there a 
also present in the current business picture the prit 
ingredients of vigorous growth. Employment is hig 
and hiring plans, according to a recent Department 
Commerce survey, foretell continuation of record lev 
through the spring. 

Consumers, too, are optimistic, judging from a stu 
of their buying intentions made early in the ye 
Perhaps a more tangible indication of consumer se 
ment is the apparent continued willingness to co 
tomorrow’s earnings. Instalment buying in the e 
months of the year has been running strong. 

Fasian LinpEN 
Division of Consumer Economi 


BUSINESS REC 


- 
. 


1e accompanying table provides the information required for updating the 
ertinent charts in the publication, ''A Graphic Guide to Consumer Markets,” 
repared by The Conference Board and sponsored by Life magazine 


Consumer Market Statistics 


1959 1960 
Series ee 
Sept. Oct. Nov. . Dec. Jan. Feb.p Mar.p 
Income 
Bersondi(S A). 2 - 2. can loe mimes sales Billion dollars il! 381.0 IV r386.8 1393.1 
Disposable\(S A).08.6..55..sSbcck ews e ees Billion dollars Ml 335.1 IV r340.8 1345.4 
Origins of personal income 
Wages and salaries!.................. 1947-49 = 100 201.9 201.9 203.4 £2067 2088 209.3 209.4 
17 Farm operations!..............2--000- 1947-49 = 100 62.3 168.2 175.3 r 81.8 75.3 69.5 66.9 
Business and professions!............... 1947-49 = 100 160.4 161.3 161.8 7162.2 163.1 163.1 163.1 
Dividends, interest and rent!............ 1947-49 = 100 209.1 210.8 212.1 DTZ 2IAT ME2IS9  2u72 
19 Discretionary income (S A).............. Billion dollars Wh 115.2 IV. 117.6 1120.5 
Employment and unemploymen?* 
21 Employment iso 25 os Seite caring ei steg ss Thousand persons 66,347 66,831 65,640 65,699 64,020 64,520 64,267 
| Unemployment. ...............--.06-- Thousand persons 3,230 3,272 3,670 3,577 4,149 3,931 4,206 
Hours and earnings 
23 Average weekly hours worked........... Hours 40.3 40.3 39.9 r40.6 40.3 39.8 39.6 
Average hourly earnings............... Dollars 2.22 2.21 2.23 12.27 2.29 2.29 2.29 
Consumer credit 
25 Total credit outstanding®............... Million dollars 49,350 49,872 50,379 52,046 51,356 51,021 na. 
97 Instalment extensions (S)............+.- Million dollars 4,164 4,212 r4,083 4,046 4,217 4,115 na. 
Instalment repayments (S).............. Million dollars 3,662 3,700 r3,700 3,776 3,824 3,707 n.d. 
Consumer funds: inflow and outgo 
ACUMFENTFECCIDIS «05 he cs cs cne ec ne cee Billion dollars i §=90.3 IV na. I na. 
29 Plus: Insurance, retirement credits........ Billion dollars iil §=92.7 IV na. I na. 
Plus: Net increase in liabilities........... Billion dollars Il 97.5 IV n.e. I n.a. 
Expenditures for goods and services...... Billion dollars it 76.1 IV n.a. I n.a. 
31 Plus: Acquisition financial assets#......... Billion dollars il §=85.2 IV_n.a. | na. 
Plus: Taxes, other deductions............ Billion dollars I 97.7 IV na. I n.a. 
Personal consumption expenditures 
35 Total expenditures (S A)............... Billion dollars It 313.3 IV 317.0 1 320.8 
Durables! ays cetera oN seit. Sees 1947-49 = 100 Il 192.9 IV 7189.4 1192.5 
37 Nondurables!. . 2... 26: ...0.555...004. 1947-49 = 100 It 153.8 IV r156.0 1 157.0 
SOT VICE Sh pareteaar ahh th carina oe cu Aloe ncoayvanayok 1947-49 = 100 Ill 216.8 IV 7221.2 1225.1 
Retail demand? 
39 Retail sales: All stores (S).............. Million dollars 117,784 18,341 r17,842 £17,485 18,090 18,104 18,047 
Retail sales: Chain stores’(S)............ Million dollars 3,929 3,921 r 3,934 3,939 3,989 3,889 n.a. 
Food Sales? 
43 Food stores: (5) ) re oc etackad Million dollars 4,267 4,294 4,390 4,363 4,395 4,394 n.a. 
Restowrants(S) mecha teraetordeiatians oidaicia as Million dollars 1,319 1,335 1,306 1,351 1, 3o2uul,o2)1 n.a. 
45 = Alcohol sales: Liquor stores? (S)........... Million dollars 395 388 401 386 393 401 n.a. 
47 Tobacco: Cigarette removals® (S A)........ Billion units il 468 IV_—-r470 | 439 
49 Personal care sales: Drugstores (S)........ Million dollars 618 609 607 612 627 627 n.a. 
Apparel Sales? 

5] Women's apparel stores (S)............ Million dollars 435 433 439 454 451 439 na. 
53 Men's apparel stores (S)............00- Million dollars 213 203 215 219 230 219 ~~ na. 
55 Family, other apparel stores (S)......... Million dollars 260 252 268 2TT 268 n.a. n.a. 

Shoe stores (Sj eect ce pee oe seve Million dollars 203 192 197 200 Vay 204 n.a. 
57 _ Department stores: Total sales (S)......... 1947-49 = 100 143 144 145 r148 145 140 142e 
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Consumer Market Statistics (Continued) 


: 

Pages in 1959 1960 ; 

Guide* Seri | 

_ sears Sept. Oct. Nov. Dec. Jan. Feb.p Mar.p — 

Furniture and appliance sales? 

! 

59 Forniture'stores (S)- eee ne ec eet eee Million dollars 586 578 588 570 572 574 n.a. | 

P | 

6] Appliance stores (S).. « .,<...<25 ees mide Million dollars 342 346 347 333 344 339s na. | 

63 Hardware: Retail sales? (S)............... Million dollars 219 223 216 215 240 242 na. | 
Housing 

65 New nonfarm housing starts (S A)........ Thous. dwell. units 1,323 1,180 L2100 eri,3s0 1,210 YS tts 

67 Single-family houses...............4.. Thous. dwell. units 96.5 84.7 72.5 64.2 58.5 n.a. n.a. : 
Multi-family structures... ...........4.- Thous. dwell. units 23.8 20.8 20.0 19.5 17.8 n.a. n.a. : 

Automobiles and related products 

69 Automotive dealers: Retail sales? (S)...... Million dollars 2,894 3,475 2,740 2,457 3,003 3,165 n.a. 
New passenger-car registrations......... Thousand units 457.3 533.7 426.9 429.5 430.1 494.2 n.a. 

71 Gasoline station sales? (S)............. Million dollars 1,411 1,435 1,438 1,423 1,449 1,426 n.a. 

Auto accessory store sales? (S).......... Million dollars 211 215 - 221 210 227 217 ~~ na. 
Service expenditures 
HOusing uaucacts > seins 1 Aree ie 1947-49=100 Ill 234.3 IV 238.9 ln.a 

73 Household operation!...............05 1947-49=100 Ill 225.3 IV -.229.1 Ina 

Transportation! ; <1; wae sees ee ee 1947-49=100 Ill 161.0 IV 162.7 Ina 
Advertising expenditures 

77 Combined media (S).................. 1947-49 = 100 230 242 224 230 227s na. n.a. | 

79 Magazines, (S) 505 shih teehee ee 1947-49 =100 173 195 184 180 182 n.a. n.a. 
Newspapers'(S).. otc ss cate feelce cms 1947-49 = 100 216 213 167 206 202 ma. na. 

80 Network radio (S)xta.8.°. Weba... 2 1947-49 = 100 20 24 21 25 21, ine n.a. 

81 Network television (S)................- 1947-49 = 100 462 484 492 487 47] n.a. na. | 
‘Spot television... cate oats hee eee Thousand dollars Ill r129,553 IV 165,732 I n.a. 

Consumer price index 
AIL SMS eset eee isl crates seils sees apa ae 1947-49 = 100 125.2 125.5 125.6 125.5: 125.4 125.6 125.7 

85 Durables tates: con cs ca Soe ee 1947-49 = 100 112.8 113.6 114.1 113.8 sss 113.3 112.5 
Nondurabless::. o....:. oc. ommals aeite ae re 1947-49 = 100 118.8 118.8 118.6 118.5 118.1 118.0 118.3 
DSEIMICOS Fee Basiioys.c ciel ta 1947-49 = 100 146.9 147.3 147.6 147.8 148.2 148.9 149.2 

87 Foods.) senate tos 4. APN au es ee 1947-49 = 100 118.7 118.4 117.9 T7.8 7:6) VIA 7-7 
ADPOLelt. cca te as te ee 1947-49 = 100 109.0 109.4 109.4 109.2. 107.9 108.4 108.8 
Housefurnishings,.avcanacie ee cease maw 8 1947-49 = 100 104.0 104.1 104.4 104.2 104.0 104.3 104.7 

89 Appliances. .. 253: sklcones oe Cee 1947-49 = 100 83.1 n.a. n.a. 83.0 n.a. n.a. n.a. 
Automotive group..... Ps, reat SEE 1947-49 = 100 135.3 137.4 137.9 137.55 136.0.) 136.3 aie 

91 Personal care'sncts « «isp amcgin ss seen ers 1947-49 = 100 132.1 132.5 132.7 132.9" 132.7 #13 2.6. pele 
Household services................000. 1947-49 = 100 136.2 136.3 136.3 136.7 137.2 137.8 138.3 

Q5 __ Retail inventories: All stores? (S).......... Million dollars 24,770 124,710 24,230 24,310 24,480 24,730 n.a. 

Production and distribution 
: Processed foods: Output (S)............ 1957 =100 107 104 r107 107 109 107 na. 

97 Food wholesalers: Sales............... Million dollars 1,871 1,811 1,737, 1,828), 01,7390 “lon: 
Food stores: Inventories? (S)............ Million dollars 2,940 2,920 2,920 2,940 2,960 2,970 n.d. 
Appadrel:Output’(S)s2 «0. .8 atm eee 1957 =100 117 118 119 120 118 116 n.a. 

99 Apparel wholesalers: Sales............. Million dollars 240 231 211 167 166 196 na. 
Apparel stores: Inventories? (S).......... Million dollars 2,760 2,700 12,730 2.780) f2;7408 427720) Minas 
Furniture and rugs: Output (S).......... 1957 =100 118 120 r120 122 122 118 n.a. 

101 Homefurnishings wholesalers: Sales....... Million dollars 237 248 234 239 182 201 na. 3 
Furniture, appliance stores: Inventory® (S). Million dollars 2,000 1,990 2,010 2,010 1,990 2,020 na. 
Appliances: Output (S)..............-- 1957 =100 130 129 r138 143 139 122 n.a. 

103 Television and radios: Output (S)........ Million dollars 111 113 98 108 106 105 104 
Appliance wholesalers: Sales........... Million dollars 404 403 397 421 335 342 n.a, 
Autos: Outputi(S)smcr05 sac ene teat 1957 =100 89 98 48 87 134 125 113 

105 Automotive wholesalers: Sales........... Million dollars S17 536 515 498 453 502 na. 
Automotive retailers: Inventories? (S)...... Million dollars 4,830 4,960 4,380 4,260 4,540 4,860 na. 


1—Based on seasonally adjusted data at annual rates 
2—Beginning Jan. 1960, figures for Alaska and Hawaii are included 
3—End of period 

4—Includes life insurance premiums 

5—Eleven or more stores 

6—Tax-paid 

S—Seasonally adjusted 

A—Annual Rates 


n.a,—Not available 
p—preliminary 
r—revised 
e—estimate 
|-+V—Denotes quarterly figures 
4__A Graphic Guide to Consumer Markets, prepared by The Conference Board, sponsored 
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Selected Business Indicators 


1960 


January 


February 


Industrial production 


1 Motall.ce 2. teeta aie gisjersisisreve a aexe slaie SMI RTS TSS Bate 1947-49 =100 S 165 yr 166 168 157 
Durables manufacturing..... SNe eNepsRIn Siete ER rae 1947-49=100 S 176 r 178 181 165 
Nondurables manufacturing. .......--+++eeeeeees 1947-49=100 S 157 Lo loi 159 151 
Wholesale prices 

All commodities......... Riteraers Le wiarePeteReietone erste 1erere 1947-49 = 100 120.0 r 119.3 119.3 119.6 

4 Farm products. ....2....cccesseeseseceeeseeece 1947-49 = 100 90.4 87.0 86.5 90.8 

Processed foods. ......++++-. Shap tei Fafeieie ease aieceareiere 1947-49 = 100 107.3 105.7 105.6 107.2 
Industrial commodities'...... pe Peeing tec Goren 1947-49 = 100 128.6 yr 128.7 128.8 128.1 
Consumer prices 
All items eee tone 5 Steers Mie relcace iota es 1947-49 = 100 n.d. 125.6 125.4 123.76 
5 Services ee, fa cdek'sus eee aise POD Sa Penne ao ae 1947-49 = 100 n.d. 148.9 148.2 144.26 
WOOd ao ete cic eee ee ee rise ewia a craters clove ie atsretpe maretees 1947-49 = 100 N.a. 117.4 117.6 118.26 
Commodities (excluding food)........-.++.+++--- 1947-49 = 100 n.d. 116.0 115.9 114,26 
Prices received and paid by farmers 
6 Prices received....... Mea ce nals alerts sececeeeee-| 1910-14=100 240 233 231 244. 
Prices paidserers sis. ce oe cis aie ayevaiele cis sjsiein ei viare eevee 1910-14= 100 300 a ae 297 
7 82 


Abit y, TACOS co ciel sistekcletaiole ele iole @)siee1sclstslelsioleie oie) « 1910-14= 100 80 


Employment and unemployment 


Total labor force:....:... Ree lars sei so feetoi te Gigoree Thousand persons 70,993 70,970 70,689 70,768 
7 Civilian labor force. ........-cccccvceesscsecsces Thousand persons 68,473 68,449 68,168 68,189 
Civilian employment.........-2ecee ec eeeeeeeees Thousand persons 64,267 64,520 64,020 63,828 
Nonfarm employment.......-.+--++++- Balt rant ster Thousand persons 59,702 59,901 59,409 58,625 
Unemployment rate®...........+-++e eects Thousand persons S 5.4 4.8 5.2 5.7 
Nonfarm employment 
Totaly jac kn ee Oe cee eliete Maes ode ee eee yp housand: persons +S 52,736 752,950 752,880 51,456 
8 Manufacturine’. tater aatisies = <ica. ccs emen = Thousand persons S 16,500 716,571 716,562 16,006 
Nonmanufacturing. ..........cccecescecscceecess Thousand persons S 36,236 736,379 736,318 35,450 
Factory production workers in durables........... Thousand persons S 7,192 r 7,260 r 7,244 6,914 
Factory production workers in nondurables........ Thousand persons S 5,284 r 5,283 r 5,292 5230 
Average work week 
9 Total manufacturing... 0.6.5. cce secs cece ese seres Hours 39.6 
Durables manufacturing. ..... 00. ec cece eee eeeee Hours 40.2 
Nondurables manufacturing.........-+++++-+--:: Hours 38.6 


Average hourly earnings 


10 Total manufacturing.......eecssccccceceeseseees Dollars 2.29 
Durables manufacturing. .........eeeeeeeeeeeeee Dollars 2.45 
___Nondurables manufacturing. ....-.-------++-+ ++ Dollars zee 
Average weekly earnings 
11 Total manufacturing. .......0ccessesceresereneee Dollars 90.68 r 91.14 92.29 89.24 
Durables manufacturing. ........ceceeeeee eee Dollars 98.49 r 98.98 100.86 97.10 
Nondurables manufacturing. ........--+++++-++ee:: Dollars 79.52 79.95 80.77 79.00 
Personal income 
Rept can cis Rabon clois: cas tele Uhcshera e/a oye: tov ota Et min ovemy oftatte = Billion dollars S A 393.5 393.0 392.8 375.4 
12 Wahorincomesne ce see ita ee sae = elec e emaels halts Billion dollars S A 279.4 279.2 278.5 263.8 
OEBSRANCOMENN Ges 1s A eds oe ns ekls heehee ddl: Billion dollars S A 123.8 123.5 124.0 119.9 
Transfer payments........--2eeceeeeeee settee: Billion dollars S A 27.7 r 21.3 27.2 26.6 
Instalment credit 
Text ensions ees. lokelaia-c Meee howe elalere sverm Hew ate stele: « Million dollars S n.d. 4,115 4,217 3,857b 
14 Repayments. ........ ccc ccc erect erste eser eens Million dollars S n.d. 3,707 3,824 3,5105 
Change in outstandinge®. ......0..0. sees cece sees Million dollars S eel 408 393 3476 
Amount outstanding”. ...........20 eee eee eee Million dollars 1,0: 39,408 39,358 34,0250 
New construction 
Total. 7 eS Pr Pa eo oreo Million dollars S A 52,872 754,456 753,868 55,908 
17 Moial privates Glas Stes ae Nees kth PPE, PEAS, Million dollars S A 37,548 | 738,760 | 138,532 37,896 
Private nonfarm residential...........-0.0e2eeeee Million dollars S A 20,580 721,408 721,648 22,404 
Business sales and inventories 
1 PotalinventOries”: -hics, gecag's-« © disses’ a1s/s)s\eus chaicie > efavs Million dollars S n.d. 91,400 790,500 86,0005 
8 Total sales eack ern eee ER aD come eco: Million dollars S n.d. 62,200 761,600 58,0005 
Inventory-eales ratio... vag-se ves s cede nese es i (AEP 1,47 1.47 1.485 
Retail trade: Durable goods stores 
LTT CHL EOEL Coe taee CoH etes cs catue le uals (ious, heatagek ae ceusian Million dollars S n.d. 11,570 711,260 10,9700 
19 IR ee Ncrch Th cette mci Sone Cpeegetsians asyers Million dollars S n.d. 6,018 r 5,891 5,8696 
* n.d. 1.92 1.91 1.876 


eee Orem e es Herr ematee vse 8 « 


Retail trade: Nondurable goods sfores 


THUVEHEORICS mE oie cist coca Corea reitieiece ala cisigse aermec Million dollars S Hep 13,160 713,220 13,1505 
20 ORE ee NE a) MR RE ER Million dollars S na. 12086 | 712,199 | 11,7066 
* n.d. 1.09 1.08 1.126 


mie ee). 6:(6h a) ae) eee) Bie ous 0) See) <)iaie_ 8) ea16 © 


Durables mfg.: Sales and inventories 


AtrVentOrles oo acieina/erecs ruousleteieletocieusns) saeuele eaehels. sysielaye * Million dollars S n.d. 31,270 730,760 28,4030 

21 Salen ‘ - nee he he Nd tbr, eT e To ae = Million dollars S n.d. 15,670 715,450 13,870 

Inventory-sales ratio....... 00.0 cee tents sees ee eees * n.a. 2.00 1.99 2.050 
Nondurables mfg.: Sales and inventories c 

22 Inventories!) alco. ce ae abuslela iste alelevevore. eters. s)o.eisile 6 Million dollars S n.d. 22,640 722,550 21,5136 

is ree TS TERR elle: aC EAR ian agerata etna a So < Million dollars S n.d. 15,880 715,660 14,6116 

* n.d. 1.43 y 1.44 1.47b 


MAY, 1960 45 


Chartbook 
Pages* 
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Selected Business Indicators (Continued) 


Series 


Merchandise exports and imports 
Exports! 
Imports 
Export surplus 


Federal budget receipts and expenditures 
Defense expenditures 
For quarterly data see below 


Money supply and turnover 
Money supply!” 2 
Demand deposits adjusted and currency! 
Deposit turnover: New York City 
Deposit turnover: 337 other centers 


Bank loans, investments and reserves 
Loans® 
Investments" 


Diffusion index 
Diffusion index 
Diffusion index, cumulative 
Industrial production 


Eight sensitive business indicators 


Million dollars 
Million dollars 
Million dollars 


Million dollars 


Billion dollars 
Billion dollars S 
TSA 


TSA 


Million dollars 
Million dollars 
Million dollars 
Million dollars 


tS 
TS 
1947-49 = 100 S 


March p 


February 


1960 


1,576 r 1,562 
1,288 1,137 


288 rv ~ 425 


3,385 3,142 


January 


Thous. sq. ft. fl. sp. S 103,783 109,916 
Thous. sq. ft. fl. sp. S 43,354 37,705 
Million dollars S n.d. 714,190 


Residential building contract awards 
Commercial, industrial building contract awards.... 
New orders, durables 


Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Chartbook 


Gross national product 
Total 
Change in business inventories 
Final demand® 


Components of gross national product 
Personal consumption expenditures 
Gross private domestic investment 
Net exports of goods and services 
Government purchases of goods and services 


Disposition of personal income 
Personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits!® 
Net before taxes 
Tax liability 
Net profits 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 
Total , 
Manufacturing 
Nonmanufacturing 


Federal budget receipts and expenditures 
Receipts $ 
Expenditures 
Surplus or deficit 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; Bureau of the Census; Securities and Exchange Commis- 
sion; Treasury Department; F. W. Dodge Corporation; Standard & Poor’s Corpora- 
Sg Dun & Bradstreet; National Bureau of Economic Research; Tan ConFrERENCE 

OARD, 


1 Excluding farm and food. ? Including interest, taxes, and farm wage rates. Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957, § Unemploy- 
ment as per cent of labor force. § Includes nonproduction workers. 7 Excludes personal 
contributions to social security included in components. 8 Includes wages and salaries 
and “other labor income.” 9 Extensions minus repayments. ! End of period. " In- 
cludes grant-aid shipments. Privately held; includes demand and time deposits ad- 
justed to exclude U. S, Government and interbank deposits, and currency outside 


1941-43=10 
Number S 
Number S$ 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S$ 


Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S$ 


Billion dollars S 


Billion dollars S 
Billion dollars S$ 


Billion dollars S 


Million dollars 
Million dollars 
Million dollars 


39.6 
84.2 
58.44 
15,541 
1,201 


1960 


I 
Quarter p 


21,800 
_ 18,800 
3,000 


40.3 
84.6 
62.64 
15,789 


1,137 


1959 


IV III 
Quarter Quarter 


16,502 
20,310 
— 3,808 


46 


banks. 18 All member banks; Wednesday nearest end of period. * Commercial, indus- 
trial and farm loans of weekly reporting member banks; Wednesday nearest end of 


poe: Starting with July 1959, not comparable to earlier data; includes loans to non- ~ 


ank financial institutions. 1 Gross national product less change in business inven- 


tories. 16 All data are before inventory valuation adjustment. S—seasonally adjusted. — 


A-annual rate. a-anticipated. For the II Quarter of 1960, anticipated outlays are: 


Total, 36.91; Manufacturing, 14.57; and Nonmanufacturing, 22.34, b-February, 1959 | 


for monthly data; IV Quarter 1958 for quarterly data. c-III Quarter 1958 for 
uarterly data. p-preliminary. r-revised. *End-of-ménth inventory divided by sales 
uring the month. ¢ Debits divided by deposits. {{ Diffusion index stated as the 
average duration in months of expansion or contraction. n.a.-not available.* Chartbook 
of Current Business Trends (Seventh Edition), Taz Conrmirenc® Boarp, 1959. Copies 
available to Board Associates on request 
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Announcements of Mergers and Acquisitions (Continued) 
November 10, 1959—December 11, 1959 


Sontinued from page 42] 


Acquirer 
Description and Assets in Millions 
forris-Thermador Corp. ($24.2) 
Pressed metal products mfr, 


lin Mathieson Chemical Corp. ($786.8) 

Chemicals, pharmaceuticals, explo- 
sives, fuels, packaging, aluminum, 
and sporting arms mfr. 


sborn Charles Associates, Inc. (n.a.) 


acific Coast Co. ($16.4) 
Redwood and fir lumber, and Douglas 
fir plywood mfr. 

eabody Coal Co. ($151.3) 
Bituminous coal producer 

lough, Inc. ($18.2) 
Proprietory medicines, 


cosmetics, 
etc., mfr, 


rogress Mfg. Co. ($11.2 
Residential lighting fixtures, range 
hoods, exhaust and ventilating fans 

rr, 

ted Owl Stores, Inc. ($37.4) 
Food store chain operator, and food 
products mfr. 

tevere Electric Mfg. Co. (over $1.0)* 
Outdoor lighting equipment mfr. 


tichfield Oil Corp. ($410.7) 
Integrated oil and gas producer 


', C, Russell Co. ($9.1) 
“Aluminum and steel combination 
screen and storm windows, doors, 
prime windows and awnings mfr. 
jan Francisco Grocery Co. (n.a.) 
Wholesale grocer 


aa oe . and Lumber Corp. 


Plywood, flooring, and lumber spe- 

Ccialities wholesale distributor 
leagrave Corp. ($5.5) 

Fire-fighting apparatus mfr. 


iboney Caribbean Pensadoues Co. 


Oil and gas explorer 
iluria Mills Inc. (n.a.) 


Inap-on Tools Corp. ($18.9) 
Si cenches, pecans hand tools, 
etc., mfr. 


jpear & Co. ($7.5) 
Department stores operator 


jtarrett Corp. ($3. 3) 
Evaporated cows’ and goats’ milk, ice 
and ice cream mixes, etc., mfr, 
Stauffer Chemical Co. ($150.4) 
: nel and agricultural chemicals 
rT. 
3un Chemical Corp. ($28.4) 
Printing inks, paints, ees prod- 
ucts, oui textile chemicals mf: 
Superior ee Co. ($6.1) 
‘arming and livestock industries 
materials-handling equipment, and 
and seed cleaning and process- 
“ing machinery mfr, 
oe compte: Corp. ($1.8) 
ting devices mfr. and lessor; 
cr. circuit television spectacles 
producer 
Textron, Inc, ($187. ) 
extiles, metals, : ectronic products 
and machinery mf. 


Top Notch Market aa 
Tousey Varnish Co. (over $1.0)* 
‘Paints mfr, 
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__, Acquired Unit 
Description and Assets in Millions 


Russell Bolt Mfg. Co. (over $.5)* 
Alloy and stainless steel bolts, screws, 
and fasteners mfr. 

Almetco, Inc. (n.a.) 

(Increased holdings to 100% by pur- 
chase of remaining 50% from Tex- 
tron, Inc.) 

Aluminum extrusions mfr, 

Astarita Associates 
(Packaging Design Studio of) (n.a.) 

Simpson Redwood Co. 
ae acres of timberlands of) 

Mendocino County, Cal.) (n.a.) 

The Maumee Collieries Co. (over $1.0)* 

Coal producer 


Webb Products Co. (Ga.) (n.a.) 


Webb Products Co., Ltd. (Canada) 

na. 

Webb Products Co. (Cal.) (over $.1)* 
Waterproof cement, liquid glues, sur- 
facing putty, and seam fillers mfr 

Kent Corp. (n.a.) 

Bathroom cabinets mfr. 


H. A. Marr Grocery Co. 
(Assets of) (n.a.) 
Food store chain operator 
Hutchinson Mfg. Co. (n.a.) 
Derrick-lighting systems, and drill- 
ing-fluid treating and conditioning 
devices mfr, 
Lamson Oil Corp. ($.3)1! 
Gas distributor and service stations 
operator 
Rado-matic Corp. 
(Mfg. facilities of) (n.a.) 
Electronic garage door operators 
mnfr, 

Market Wholesale Grocery Co. 
(Redwood, Cal. branch of) (n.a.) 
Dealers Warehouse Supply Co., Ince. 

(n.a.) (Baltimore, Md.) 
Wood products and building mate- 
rials wholesale distributor 


Hub City Plywood Corp. (n.a.) 


Three Sisters Plywood Corp. (n.a.) 


Bitucote Products Co. (over $.5)* 
Floor resurfacing materials mfr, 


Buck Creek Cotton Mills 
(Mfg. facilities of) (n.a.) 

Drills and sheetings mfr. 

Judson Engineering Corp. (n.a.) 
Service and automotive testing 
equipment mfr. 

Acme-Hamilton Mfg. Corp. 

(ie sets of) (n.a.) 
conveyor belts, fire and gasoline 
hose, and other rubber products mfr. 

L. M. Halper & Co. (n.a.) 

General building contractor 


General Foam Products (n.a.) 
Expanded polystyrene products mfr, 


Facile Corp. (n.a.) 
Coated films oad fabrics, industrial 
and decorative tapes mfr. 


Central Oregon Iron Works, Inc. (n.ca.) 


Antennavision of Silver City, Inc. (n.a.) 
Community antenna system operator 
(Silver City, N. M.) 


Amsler Morton Corp. (over $1.0)* 
Steel soaking pits and industrial fur- 
naces mfr. 

Popular Markets, Inc. 

Manchester, Conn. market of) (n.a.) 

A. H. Climo & Co. (over $.1)* 

Paints and varnishes mfr. 


: Acquirer 
Description and Assets in Millions 


Trans-Lite, Inc. (n.a.) 


yo Farmers of New England, Inc. 
n.d. 
Farmer-owned cooperative 


United States Plywood Corp. ($171.8) 
Plywood, lumber, doors and lami- 
nated products mfr. 


Universal Match Corp. ($30.1) 
Match books, vending machines, 
coin-handling equipment, automatic 
controls, shipping tags, etc., mfr. 
Vangas, Inc. ($6.3) 
LP gas distributor 


Vinco Corp. ($1.7) 
Precision production parts and sub- 
assemblies for aircraft and missiles 
industries mfr. 


Vitro Corp. of America ($30.4) 
hemical ore processor, coloring pig- 
ments mfr., research, development, 
engineering, and construction in 
diverse fields 
Vought Industries, Inc. 
(Sub. of Chance Vought Aircraft 
Inc.) ($84.5) 
Aircraft mfr. 


Vulcan Materials Co. ($110.4) 
Commercial aggregates, construction 
and paving materials, and chemical 
products mfr. 


Waltham Precision Instrument Co., 
Inc. ($3.6) 
Electro-mechanical instruments, tim- 
ing devices, etc., mfr. 


Washington Square Hotel Corp. (n.a.) 


Westates Petroleum Co. ($13.1) 
Oil and gas producer and drilling con- 
tractor 


Wheelabrator Corp 
Sub. of Bell ‘Atreraft Corp.) ($82.5) 
brasive blasting, blast and fume 
control, and barrel finishing equip- 
ment mfr. 
Wilson Brothers ($10.9) 
Men’s haberdashery mfr. 


Wometco Enterprises, Inc. ($10.3) 
Television stations, motion picture 
theaters, and vending machines 
operator 

Wyatt’s Plastics, Inc. 

(Sub. of Wyatt Metal & Boiler 
Works, Inc.) ($10.3) 
Sheet and steel plate products mfr. 

Yuba Consolidated Industries, Inc. 

($37.1) 
Gold and tin eee heavy ma- 
chinery and heat exchangers mfr., 
and structural steel fabricator 


_ ., Acquired Unit 
Description and Assets in Millions 


H. K. Porter Co., Inc. 
(Transportation business of Delta 
Star Electric Div. of) (n.a.) 


Sealtest Foods 
(Deerfoot Milk business of) (n.a.) 


Western Battery Separator Co. (over 
$1.0)* ‘ 


Wrought Iron Range Co. (n.a.) 
Kitchen equipment and other appli- 
ances mfr. 


Swedish American Gas Co. (n.a.) 


Rathmann Fuel & Supply, Inc. 
(Assets of) (n.a.) 


Snake River Gas Co. 
(Assets of) (n.a.) 
Recony Corp. (n.a.) 
Temperature control products mfr. 


The Eeicetd Engineering Co. (Tulsa) 
n.d. 


General Coach Works, Inc. (n.a.) 
Mobile homes mfr, 


ABC Coach Co. (n.a.) 
Mobile homes mfr, 

Mid-States Corp. (n.a.) 
Mobile homes mfr. 

W.E. Graham & Sons (n.a.) 


Commercial aggregates producer and 
heavy construction business 


Advanced Products Co. 
(Motor div. of) (n.a.) 
Sub-miniature electric motors mfr. 


Broadway Central Hotel (New York, 
N. Y.) (n.a.) 


Bandini Petroleum Co. ($1.6) 
Crude oil and natural gas producer 


Viking-Kinsella Gas Co., Inc. (n.a.) 
Natural gas producer 

Lord Chemical Corp. (n.a.) 
(80% of the stock of) 
Vibrators and compounds for barrel 
finishing of metals and plastics mfr. 


Lawson Mfg. Co. (over $.5)* 
Water heaters mfr. 


Great Southern Vending Co. (n.a.) 
Houston Rubber Co. (n.a.) 


Bedford Foundry & Machine Co., Inc. 
(over $1.0)* 
Cranes builder and structural steel 
fabricator 


1 Purchase price, The New York Times, November 19, 1959 
* Estimated minimum capital from Thomas’ Register of American Manu- 


facturers, 1959 


December 11, 1959—January 10, 1960 


See The Business Record, November, 1957, and May, 1959, for sources and methods used 


Acquirer 
_ Description and Assets in Millions 
American Mfg. Co., Inc. (Del.) ($14.7) 
(Controlled by ‘Webster Investors, 


Inc.) 
Domestic cordage and oakum mfr, 


Acquired Unit 
Description and Assets in Millions 


iy Se Industries, Inc. ($15.2) 
ndustrial scales, timers, controls, 
a .» ofr, 
— > 
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Acquirer ive 
Description and Assets in Millions 


Arizona Fertilizer & Chemical Co. (.n.a) 


Armor Elevator Co. (over $.1)* 


Aron & Shore Advertising, Inc. 
(Formed by merger of) 
Advertising agency 


Arwood Corp 
(Formed i merger of) 


Beatrice Foods Co. ($102.1) 
Dairy and food products mfr. 


Beckett Paper Co. (over $1.0)* 


Bobbie Brooks, Inc. ($8.3) 
Young women’s apparel mfr. 
Boise Cascade Corp. ($58.0) 
Lumber, lumber products, cement, 
and pulp and paper products mfr. 
Bourjois, Inc. ($4.3) 
(Controlled by Tremar S. A. ) 
Cosmetics and perfumes mfr, 
Carlisle Corp. ($12.1) 
Specialized rubber products mfr. 


The Carter Oil Co. 
iuare of Standard Oil Co. (N. J.)) 
9,4 
feeeua oil producer 
Central Dairy Products Co. ($2.9) 
Ice, ice cream, dairy products mfr. 


Chesapeake & Colorado Corp. (n.a.) 


Columbian Bronze Corp. (over $.5)* 
Propellers, bronze castings, etc., mfr. 


Consolidated Foods Corp. ($121.4) 
Foods processor and retail food store 
chain operator 


Controls Co. of America ($22.7) __ 
Valves, switches, thermostats and 
other controls mfr. 


Cooper & Cooper, Inc. (n.a.) 


Cortley Fabrics Co. 
(Sub. of Cone Mills Corp.) ($145.3) 
Dress and sportswear fabrics con- 
verter 


Crane Co. ($193.7) 
Valves, plumbing fixtures, heating 
apparatus, and aircraft accessory 
equipment mfr. 


Crown Aluminum Industries Corp. 
(Formed by merger of) 


Detroit Gray Iron & Steel Foundries, 
Inc. ($2.7) 
Gray iron and steel castings for auto, 
refrigeration and machinery indus- 
tries mfr. 

Duriron Co., Inc. ($10.0) 
Corrosion resistant equipment and 
castings, fans, ejectors, steam jets, 
etc., mfr. 

Eitel-McCullough, Inc. ($15.6) 
Electronic equipment mfr. 


Ellicott Machine Corp. (over $1.0)* 
Dredges, dredging machinery and 
pumps mfr. 

Gardner-Denver Co. ($64.4) 

Rock drills, air tools, compressors and 
other industrial machinery mfr. 


Acquired Unit 
Description and Assets in Millions 


Arical Chemical Co. (n.a.) 
Insecticides and fertilizer blends mfr. 


K. M. White Co. (n.a.) , 
Elevators and electrical signal and 
control equipment mfr. 


Aron Advertising Associates (n.a.) 
Advertising agency 


Marvin Shore Advertising (n.a.) 
Advertising agency 


pene i SSsaapra Casting Corp. (over 
Investment castings and alloys mfr. 


Mercast Mfg. Corp. (n.a.) 
(Sub. of Mercast Corp.) 
Precision castings mfr. 


Alloy Precision Castings Co. (n.a.) 
(Sub. of Mercast Corp.) 


Gebhardt Chili Powder Co. (over $.5)* 
Canned Mexican food mfr. 

Baldwin-Lima-Hamilton Corp. 
(Hooven div. of) ($.5)! 

Elder Garment Co. 
(3 plants of) (n.a.) 


Chaussee-Swan Gravel Co. (n.a.) 
Gravel mfr, 


Helene Pessl, Inc. (n.a.) 
Children’s toiletries mfr. 


sp rire Wire Products Corp. (over 
5 


Miniature wire mfr. 


Simplex Tinning & Wire Products 


Corp. (n.a,) 
Miniature wire mfr. 


Lincoln Oil Co. (n.a.) 
Petroleum distributor 


Gilt Edge Farms, Inc. (n.a.) 


Radorock Resources, Inc. ($3.2) 
(Controlled by Federal Uranium 
Corp.) 

Uranium mine and orebody operator 


John B. Salterini Co. (over $.1)* 
Wrought iron furniture mfr. 


May’s Drug Stores, Ine. (n.a.) 
Retail drug store chain operator 


Electrosnap Corp. (over $.3)* 
Precision switches 


John K. Brater & Co. (n.a.) 
Medicinal preparations mfr. 


Townbrooke Fabrics, Ine. (n.a.) 
Synthetics and silks converter 


Swarthout Co. 
(Autronic div. of) (n.a.) 


Crown Mfg. Co. (over $1.0)* 
ee blends and synthetic fabrics 
rr 


Crown Aluminum, Ince, (n.a.) 


Florida Gears & Systems, Inc. (n.a.) 
Precision instrument gears and as- 
semblies mfr. 


Modern Jndustrial Plastics, Inc. (over 


Plastics fabricator 


National Electronics, Inc. \Oee $.5)* 
Electronic tubes, etc., 


Industrial Tubes, Inc. eae $.3)* 
Electronic equipment mfr. 


Timberland Machines, Ltd. (Canada) 


(n.a.) 
Dredges and dredging machines mfr. 


Apex Machine & Tool Co. pees $.5)* 
Screwdriver bits and sockets mfr. 


Acquirer — - 
Description and Assets in Millions 


General Dynamics Corp. ($651.2) 
Aircraft, submarines, electronic equip- 
ment, liquid and compressed gas 
products, etc., mfr. 

Genesco, Inc. ($128.8) 

Shoes, leather goods, etc., mfr. 

Geophysics Corp. of America (n.a.) 
Space exploration researcher 


Hamilton-Thomas Corp. (n.a.) 


Theo. Hamm Brewing Co. (over $1.0)* 
Brewery operator 


Harvard Investors, Inc. ($21.1) 


G. Heileman Brewing Co. (87. 4) 
Brewery operator 


Heli-Coil Corp. ($4.1) 
Coiled wire screw thread inserts mfr. 
Hibbard, Spencer, Bartlett & Co.($13.3) 
Retail hardware store chain operator 


Howard Stores Corp. ($18.5) 
Boys’ and men’s clothing mnfr. and 
retailer 

Hupp Corp. ($36.8) 
Appliances, oration: products and 
electronics 


Interstate Engineering Corp. ($7.6) 
Aircraft parts, trailer undercarriage 
assemblies, home fire alarm systems, 
ete., mfr. 

KVP Sutherland Paper Co. 

(Formed by merger of) 


Kaiser Industries Corp. ($308.1) 
Aircraft and missile components 
and electronic systems, etc., mfr. 

Jointly With 

Macco Corp. ($27.9) 

Drilling materials producer and 
general constructor 

Morrison-Knudsen Co. ($98.8) 
General constructor 

F. E. Young Construction Co. (n.a.) 

Kayser-Roth Reo: ($56.4) 
Clothing mf: 

Don Kemper Co. (n.a.) 

Advertising agency 

Lassiter Corp. ($3.5) 

Cellophane acetate and other mate- 
rials printer and converter 

Liberman-Hercules Corp. (n.a.) 
Textile converter 

McCormick & Co. ($16.5) 

Spices, flavoring extracts and other 
food products mfr, 


McGraw-Edison Co. ($157.4) 
Electrical appliances and devices mfr. 


Metropolitan Broadcasting Corp. ($11.9) 
Radio and television stations owner 
and operator 

Michigan Chemical Corp. ($12.0) 
Pharmaceutical, industrial, agricul- 
tural, and insecticidal chemicals mfr. 


[To be concluded ] 
* Estimated minimum capital from Thomas’ Register of American Man 


facturers, 1969 


1 Purchase price, Standard Corporation News, December 18, 1959 
2 Purchase price, Standard Corporation Records, February-March 1960 


Acquired Unit 
Description and Assets in M: ilionsy 


Material Service Corp. ($88.2) 
Building materials, concrete produ; 
- and coal producer 


L. Grief & Bro., Ine. (n.a.) 
Men’s clothing mfr. 

David W. Mann Co. (n.a.) 
Precision instruments mfr. 

Griscom-Russell Co. (over $1.0)* 
(Controlling interest in) | 
(Sub. of General Precision Equipmy 
Corp.) 
Heat exchangers and water distill!’ 
equipment mfr. 

Gunther Brewing Co. (over $.1)* 
Brewery operator 

Franklin Press, Inc. (Florida) 
(Assets of) ($.6)2 

Kingsbury Breweries Co. ($2.2) | 
(51% of the stock of) 
Brewery operator 

Grip Nut Co. (over $.5)* 
Specialty fasteners mfr. : 

Buhl Sons Co, (n.a.) 
(87% of the stock of) | 
Hardware mfr. and wholesaler 

Ripley Mfg. Corp. (n.a.) 
Boys’ and men’s clothing mfr. : 
retailer 

John J. Fannon Products Co. | 
(Assets of) (n.a.) | 
Industrial proses heating ig cauipig 
and paint baking ovens mf! 

John J. Fannon & Co. 
oy nese of) (n.a.) 

ndustrial process heating equip: 

and paint baking ovens mfr. 

a Wie & Development 
n.d. 


Sutherland Paper Co. ($57.3) 
Paraffined and folding paper c 
and aluminum foil containers mfr 

mec Vegetable Parchment | 
Vegetable parchment, waxed 
special-treated, wrapping, and lay) 
nated paper mfr, 

‘ 


| 


Sloe rye Steel & Shipbuilding om 


Steel Heats fabricator and erect, 
steel barges, boats, propellers, | 
plane parts mfr. and ps repaire: 


bp ees Corp. (n.a.) 


Lingerie mfr. 


Williams Advertising Agency (n.a.) 
Advertising agency 


Print-A-Tube Co. (over $.1)* 


David S. Yankauer, Ino, (n.a.) 
Textile converter 


Gorman Eckert & Co., 


Ltd. (Cana» 


n.d. 
Olives, spices, flavoring extracts 
other food items producer 

International Metal Products Co. 
(Cooler and central air conditio 
business of) (n.a.) 

Continental Mfg. Co. i 
(Cooler and central air condition 
business of) (n.a.) 

W. R. Grace & Co. 
(Foster & Kleiser Co. div. of) (n. as 
Outdoor advertising agency 


Motrepottae Laboratories, Inc. ( 
Injectable drugs mfr, 


BUSINESS REC 


_A Current Labor Problem—The Work Practices Issue: 
Facing increased competition, both nationally and 
internationally, industry has stepped up its drive to 
persuade labor that it must bow to changes in work 
rules. Labor counters that management, under the 
guise of eliminating featherbedding, is really trying to 
undermine union strength and whittle away hard- 
won rights. 

The work practices issue was debated at a recent 
Conference Board Round Table discussion. An indus- 
try spokesman argues that the “partisan interest of 
the men who rule labor is as much at the root of the 
widespread dispute . . . as is any genuine rank-and- 
file concern over job security.” A representative of 
the United Steelworkers claims that the recent dis- 
pute in steel stemmed from an “overzealous desire 
to cut costs at the expense of the employees involved” 
and that “no major industry has been able to make 
more dramatic and consistent changes in operating 
methods than has steel.’ Presenting an over-all view, 
a Harvard Business School professor points out that 
the work rules issue is coming to the fore against a 
background of generally increasing worker efficiency. 
He urges solution of the “underlying social and eco- 
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nomic issues of which the work rules issue is sympto- 
matic.” 


Work-Study Programs: Work-study programs are over 
fifty years old. For most of this period, however, 
the plans were not particularly popular; in the last 
decade, they have flourished. Their growth is best 
explained by the fear that technical education may 
have become so specialized that the student is in 
danger of overlooking ‘‘the importance of the human 
relations and economic factors that affect everyday 
living.” Hence the need to supplement the student’s 
book knowledge with practical job experience. This 
article examines the cooperative education experience 
of a number of companies and universities. 


Getting the Most Out of Employee Benefit Improvements: 
This step-by-step examination of the communica- 
tions campaign of Hardware Mutuals shows how it 
endeavors to make its employees thoroughly familiar 
with the company’s employee benefit program. The 
article discusses how the company uses its house 
organ, group meetings, and an individual employee 
benefit booklet to effectively tell its story. 


Foreign Trade —and European Union 


United States imports of goods and services exceeded exports by almost $1 billion in 1959. However, 

‘exports were exceeding imports at an annual rate of $1 billion in the first quarter of 1960. Although 
our balance of payments is affected by many other elements, these export-import figures illustrate 
the nip-and-tuck nature of our foreign trade. 


A focal area in the whole situation is Europe, with her new organizations, new groupings, new 
strivings. What are the forces, the dominant trends? Do they point toward all of free Europe as 
one unified free trade area? to a two-bloc Europe? to the Common Market as a magnet drawing all 
the other states to itself? to a larger trading “community” on both sides of the Atlantic? Or will the 
traditional sectionalism of Europe continue? 


These questions are by no means entirely academic, since Europe’s trading arrangements, her 
vitality as a producer, seller and buyer affect our ability to produce for foreign consumption and to 
buy, sell, and invest abroad. As a contribution toward understanding European developments, 
Tue ConFrERENCE Boarp offers 


ECONOMIC UNITY IN EUROPE: PROGRAMS AND PROBLEMS 


consisting of papers read before Conference Board sessions herein abridged for publication, sum- 
‘maries of the Common Market and the European Free Trade Association, and statistical data on 
the trading proclivities of the member states of these two organizations. 


Copies of this Conference Recorder will be sent to all Associates in the early part of May. Additional 
copies of the 128-page book can be had by Associates at $2.00 each, by non-Associates at $5.00. 


GRAPHIC 
GUIDE 
HELPED 


CONSUMER MARKETS 


Consumption data are key items in appraising general economic trends. They are also 
essential in formulating effective marketing strategy. These data generally have to be 
sought in a formidable library of government publications, trade journals, and special 
reports, or are scattered in other places. 


Hence the “Graphic Guide to Consumer Markets,” which packs basic marketing 
information into one handy and handsome volume. It presents data on the regional 
distribution and growth trends of more than twenty separate categories of goods and 
services. It gives information as to the influence of family characteristics, place of 
residence, and family income on consumers’ behavior. Its main divisions cover 


population ... income... expenditures ... markets . . . advertising .. . 
prices .. . production and distribution 


Material is presented graphically through more than 180 charts. As many as eighty of 
them are “time”’ series, drawn to permit progressive updating with statistics to be 
published regularly in The Business Record. 


Supporting the charts are simple tables, while short texts define the basic terms of the 
various statistical series. This compact Guide can prove indispensable to persons en- 
gaged in consumer marketing and marketing analysis, executives of banks and other 
financial institutions, advertising agency personnel and teachers, sociologists and many 
others with particular interests in this largest of all domestic markets. 


Copies of this unique book, prepared by THE CONFERENCE Boarp with the sponsorship 
of Life, are available to Board Associates upon request, without charge. Additional 
copies may be had at $3 each, with the Board’s usual discount for bulk orders. Non- 
Associates may obtain copies at $35 each, including a monthly mailing of updating 
material. Before the supply is exhausted, write for your copy of 


AT || [[[I{..] A GRAPHIC GUIDE TO 
ONFERE 


CONSUMER MARKETS 


